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This prospectus has been prepared following a resolution
by the Board of Directors of Securitas AB (publ) (“Securi-
tas"), proposing that the Extraordinary General Meeting on
25 September 2006, resolve that the sharehalders of Securi-
tas, by means of a dividend distribution, shall receive shares
in Securitas Systems AB (publ) (“Systems”; also refers,
depending on the context, to the Systems group) and, fur-
thermare, by reason of the Board of Directors of Systems
having applied for the fisting of the Class B shares in
Systems on the O-list of the Stockho!m Stock Exchange.

The prospectus is not intended for persons whose
participation would require any additional prospectus,
registration or measures other than those required under
Swedish law. The prospectus may not be distributed in any
country where such distribution would require any such
additional measures or would be in conflict with regulations
applicable in that country. The shares in Systems are not
subject to trading, or any application to that effect, in any
country other than Sweden and have not been registered,
and will not be registered, under the United States Securities
Actof 1933 or any other foreign equivalent.

The prospectus contains forward-looking statements
that are based on present assumptions and estimates made
by Systems’ Board of Directors with regard to future events

and circumstances. Systems' results may deviate signifi-
cantly from those expressed or assumed in the forward-
looking statements due to different reasons, including, but
not limited to, the risks that are mentioned under “Risk
factors”, see page 6.

The contents of the prospectus shall be governed by
Swedish law and any disputes concerning the contents of
the prospectus, or legal issues connected therewith, shail
be settled exclusively by Swedish courts.

This prospectus has been approved and registered by
the Swedish Financial Supervisory Autherity pursuant to the
provisions of Chapter 2, Sections 25 and 26 of the Swedish
Financial Instruments Trading Act (1991:980).

This prospectus is available at Systems’ head office, on
Systems' website www.securitassystems.com, at Securitas’
head office, on Securitas’ website www securitasgroup.com
and on SEB Enskilda's website www.seb.se/prospekt.

SEB Enskilda has acted as financial advisor to Securitas
and Systems.

This document is, in all essential respects, a translation
of the Swedish praspectus prepared in accordance with
Swedish regulations, In the event of any difference between
this translation and the Swedish criginal, the Swedish
prospectus shall govern.







Summary

The distribution of Systems in brief
Distribution

The Board of Directors of Securitas" has proposed
to the shareholders in Securitas that the Extraordinary
General Meeting on 25 September 2006 resolves to
distribute all shares in Systems to the shareholders
in Securitas. Under the so-called Lex ASEA rules, the
distribution of the shares in Systems is exempt from
tax in Sweden, both for Securitas and the sharehold-
ers in Securitas. The distribution is proposed to take
place in proportion to each individual shareholder's
holding in Securitas. For each Class A share in
Securitas, one Class A share in Systems will be
received, and for each Class B share in Securitas,
one Class B share in Systems will be received.

Record day

The proposed record day with the Swedish Central
Securities Depository (“VPC"} for determination who
is entitled to receive shares in Systems is 28 Sep-
tember 2006.

Listing

The Class B shares in Systems are expected to be
listed and be subject to trading on the O-list of the
Stockholm Stock Exchange from 29 September
2008. Effective 2 October 20086, the shares will be
listed on the Stockholm Stock Exchange's Nordic
List. The shareholders in Securitas will receive
shares in Systems without any further action on their
part.

Systems in brief

Market

The market for security systems solutions consists of
video surveillance products, products for access
control, intrusion protection, fire protection, inte-

Summary

grated syslems, design, installation and maintenance
of these systems as well as services for alarm cen-
ters and security centers. The yearly vaiue of the
market is estimated to approximately MSEK 245,000
in Europe and the US, of which approximately 48
percent in the US and 43 percent in the five largest
European security markets, Germany, UK, France,
italy and Spain?.

Services for banks and financial institutions are
estimated to amount to 11 percent of the market and
services for retail chains to 13 percent. The market
has historically displayed higher growth than GDP
and the security market as a whole and is expected
to grow by 6-8 percent per year on average over the
next few years. The highest growth, a double digit
figure, is displayed by video surveillance, while
growth within intrusion protection and fire protection
is more limited. The market structure is very frag-
mented, with a large number of local companies in
each market as well as some large international
players such as ADT, Siemens, Diebold and Chubb,
all with relatively low market shares. Some consclida-
tion has taken place through takeovers and the trend
is expected to continue.

Goal

Systems' goal is to become one of the leading com-

panies within security systems integration on the

maijor markets in Western Europe and in the US. In

the longer term, the goal is ta become a teading

global player. Systems has two additional main

financial goals:

n average sales growth exceeding 10 percent,
including acquisiticns.

B An average return on capital employed exceeding
20 percent.

Information regarding market growth and market
size and market shares and Systems’ market posi-
tion in absolute terms or in relation to competitors
as noted in this prospectus represent Systems’
overall assessment based on both internal as well
as external sources. Systems is not aware of any
single avaifable statistical data that provides a
pertinent picture of Systems’ markets. The sources
on which Systems has based its assessment
include industry statistics, information from inde-

pendent research organizations such as Frost &
Sullivan and information from subsuppliers.
Systerns has endeavored to accurately reproduce
the information from these sources in the pro-
spectus. Neither Systems nor Securitas have,
however, verified the information from these
sources. 7o the knowledge of Systems and
Securitas, and as far as they can judge, no factual
information has been omitted that could render
the data inaccurate or misleading.

1) Comprising Chairman Melker Schdring, Vice Chairman Gustat Douglas as weli as Thomas Bergiund, Annika Falkengren, Sofa Schdrling Hdgberg,
Stuart E Graharn, Carl Douglas, Berthold Lindavist, Fredrik Palmstierna, Marie Ehrling, Rune Lindblad (employee representative), Susanne Bergman-
israelsson (employee representative), Gunnar Larsson (employee representative), Bjorn Drewa (employee representative, deputy director), William
Rosborg (employee representative, deputy director) och Rose-Mari Shen (empioyee representative. deputy director).

2) Systems has not estimated the market outside these geographical areas.



Summary

The operations

Systems provides security systems and services
that secures the customer's employees, production
and facilities. Systems’ offering is based on
knowledge and specialist competence regarding
how technical security products within for example
video surveillance, access control, intrusion protec-
tion and fire protection can be integrated with
communication and IT systems.

Systems' sales consists of the integration/instal-
lation of security systems (60 percent), as well as
services and after-sales services related to the
systems in the form of maintenance, monitoring,
alarm services, security centers and other customer
service functions (40 percent). There is a strong con-
nection between integration/installations and sales of
services and after-sales services as the installation
customer in most cases also enters into an agree-
ment to purchase services related to the systems.

Financial performance

The financial information presented in this summary
comprises selected historical financial data based
on the segment information that Securitas has
reported for the Systems division for 2003-2005.
The segment information is not based on legal group
accounts. Regarding the principles for the segment
information, see page 34.

Also presented in the prospectus, besides the
segment information for the Systems division from
the Annual Report of Securitas and Systems’ statu-
tory financial statements, are the pro forma accounts,
which present the company’s statements given the
estimated capital structure that the company will
have as a separate company. Systems has experi-
enced an average growth of 16.9 percent per year
2003-2005. The average return on capital employed
has been 28.7 percent 2003-2005.

Organization

Systems is organised according to two geographical
segments:

B US, UKand ireland

& Europe (except UK and Ireland)

The operations do not differ significantly between
the segments. Disparities are most clearly evident in

market conditions and regulations.

SALES PER GEOURAPHICAL SEGMENT

1%

B usiuiretand
. Europe (except UK
and Ireland)

73%
E Other

Composition of the Board of Directors,

management and auditars

Systems'’ Board of Directors consists of Melker
Schorling (Chairman), Carl Douglas, Tomas Franzén,
Eva Lindqvist, Juan Vallejo, Laila Lindberg
(emplayee representative) and Mikael Olsson
(employee representative). The management
consists of Juan Valtejo (CEQ), Peter Ragnarsson
(CFQO) and Rolf Norberg (Head of Technology/
Sourcing/Logistics). The company’s auditors are
PricewaterhouseCoopers AB.

For more information on the company's Board
Members, group management and the company's
auditors, see the section, “Board of Directors,
management and auditors” on page 58.

Key ratios"

MSEK unless otherwise indicated 2005 2004 2003
Sales 5,798 4724 4,026
Qrganic sales growth (%) 6 1 5
Qperating profit before amoartization? 669 554 434
Operating margin (before amortization) (%) 711.5 1.7 10.8
Investments in fixed assets 147 118 98
Depreciation 123 106 95
Capitai employed 3,547 2,719 1,061
Return on capital employed (%) 19 20 41
Number of employees 4,903 4,570 3,216

1} Extract from segment information :in Securitas AB's Annual Report regarding the Systems division, see further the section “Condensed financial informa-

tion and camments on the Financial trendt” see page 34.

2) Before amortization on acquisition related intangib'le assets ana acquisition related restructuring costs but after amortization and depreciation on

tangible assets and other intangible assets,



Summary

Reason for the distribution

Buring the past 20 years, the Securitas Group has
expanded to become a world leader in security, with
more than 200,000 employees and sales of SEK 66
billon (2005). As part of efforts to stay in the frontline
of developments in the security industry, it is a logi-
cal move to divide the current Securitas into individ-
ual companies, This step towards greater concen-
tration and specialization is aimed at permitting
sharper focus on service developments for various
customer segments, as well as higher market recog-
nition and greater ability to create shareholder value.
Size and consolidation have been key concepts
during the building of Securitas and other market
leaders in the security industry during the past 20
years. In the future, know-how and innovation are
expected to be the key competitive tools.

Systems has reached such a size and level of
specialization in terms of customer offering, market
position, customer segmentation and business
develocpment that the benefits of complete indepen-
dence are deemed greater than the advantages of
being integrated in a corporate group. Systems has
matured sufficiently in terms of management,
administration, operational control and business
development to be ready to continue as an indepen-
dent company in line with its specialized business
model.

Risk factors

Systems’ operations are associated with risks
related to competition, econcmic conditions,
suppliers, customers, technology development,
acquisitions, personnel, establishment barriers and
public authority regulation, intellectual property
rights, disputes, tax situation, health, safety, environ-
ment, currency fluctuations, interest rate changes
future, capital requirements and stock market risks.
The above-mentioned risks constitute a summary
selection of risk factors of significance for Systems
and/or for an investment in the Systems share. For
more detailed information, see “Risk factors” on
page 6.

The above summary should only be read as
an introduction to the prospectus. Any deci-
sion to vote for a dividend distribution of the
shares in Systems or to invest in the Systems
share shall be based on a consideration of the
prospectus as a whole. Where an investor
brings a claim relating to the information
contained in the prospectus before a court, he
or she may have o bear the costs of iransiat-
ing the prospectus. A person may be held
liable for information included in or missing
from the summary, or a translation thereof, only
if the summary or transfation is misleading or
inaccurate in refation to the other parts of the
prospecius.




Risk factors

Rislc factors

A number of factors affects and may affect the operations in Systems. Risks exist in terms of the cir-
cumstances relating to Systems and those that do not have any specific link with Systems.

The account below is a brief overview of certain risk factors that are viewed by the Board of Systems
as significant for Systems and/or an investment in the Systems share.

The risk factors are not ranked and the presentation is not comprehensive. This means that there
are other risks that may be of significance for the company's operations and/or an investment in the
Systems share to lesser or greater degree. [n addition to the risk factors outlined below and other risks
that may occur, the reader should also carefully note the rest of information in this prospectus.

industry and market risks

Competitors

In order to meet the competition from other compa-
nies within the security systems integration sector
as well as from companies that develop products
and that may include integration in their cperations,
it is important that Systems stay at the frontline of
technology. Systems competes with strong compa-
nies, which could prove to have greater resources
in certain areas and which could accordingly
strengthen their positions at the expense of Systems.
The company can also be compelled to make costly
restructurings or price cuts in order to adapt itself
to the changed competitive situation, which may
adversely affect Systems' earnings and financial
position.

Impact of economic conditions

Historically, the security solutions business and the
services connected thereto, has generally not been
very sensitive to economic cycles. Systems belives
however that there is a certain link between
increased new building and renovation of mainly
commercial buildings and an increased demand for
security services. A protracted recession could have
an adverse impact on Systems’ earnings and
financial position.

Strategic and operational risks

Suppliers and customer agreements

Systems is not to any significant extent dependent on
one or more specific suppliers or on any individual
customer. The company has a goocd risk distribution
in this regard. Nonetheless, it cannot be ruled out that
a loss of certain customers or suppliers could have
an adverse effect on Systems' earnings or costs,
particularly in the case of suppliers of products that
cannot easily be replaced. Furthermore, a relatively
large part of Systems’ turnover is related to custom-
ers within banks and financial institutions and retail
chains. Major changes in these segments may
accordingly affect Systems’ operations in both a
positive and negative direction.

6

Technology development

Systems is a fechnology-intensive company that
continuously searches the market in order to find high
quality products, systems, software and hardware
that meet the customers’ needs for robust and cost-
effective security solutions at the cutting edge of
technology. Systems has a good position for, and the
experience of employing new technology and belives
that the increasingly brisk pace of the technology
development will benefit the development of the com-
pany's services, market and its possibilities to create
customer value. It is obvious however, that new tech-
nology in combinaticn with, for example new players,
can change the conditions both positively and nega-
tively for the players that are already established in the
security industry.

Acquisitions

Systems has made a number of acquisitions and its
strategy is to continue to grow through, among other
things, further acquisitions within existing or addi-
tional customer segments and product areas or by
expanding its geographical presence. It is a risk
factor that there would be no interesting objects
available to acquire. Growth through acquisitions
however, constitutes a risk due to the difficulties of
integrating operations and personnel. Systems
could incur significant acquisition costs and admin-
istration costs as well as restructuring costs or other
costs in conjunction with acquisitions. There are no
guarantees that Systems will be able to successfully
integrate the operations acquired or that these will
perform as expected once integrated.

Ability to recrust and retain key persons

Although personnel turnover among permanent
personnel historically has been low, it cannot be
guaranteed that Systems will not need to carry out
terminations in the future or that key employees will
not leave the company. An important factor for
Systems is the availability of competent and well-
qualified employees in the countries where Systems
is already established and where Systems may
establish itself going forward. Difficulties in finding



suitable successors for employees that leave the
company or in recruiting new employees can have
an adverse impact on Systems’ operations.

Legal risks

Starting-up barriers and public authority regulations
Systems’ operations are wholly or partially regulated
by legisiation, which varies from market to market.
The security market is exempted from the EU's ser-
vice directive, which means that local regulations can
be formulated with special consideraticn to the local
interest, even though work is in progress within the
EU to standardise and deregulate the market. This
could mean that Systems will have difficulties in
exploiting its competitive advantages or methods in
an effective way on certain local markets.

Changes in legislation and public authority
regulations can affect such factors as certification of
personnel, recruitment, co-cperation with local
contractoers, licensing issues, as well as the catigory
of companies that may conduct particular types of
work. {n addition, local insurance companies and
trade associations can impose conditions and their
policies could evolve inta local standards, which
could influence progress in the security industry in
the particular local market. This can result in timecon-
suming new market entrys and involve new applica-
tion procedures as well as potential obstacles and
limitations for Systems and its operations.

Intellectual property rights

Systems' logotype and trademark are closely associ-
ated with Securitas. In connection with the separation
from Securitas, Systems and Securitas have signed a
license agreement regarding the right to use the
logotype and trademark SECURITAS that initially
applies through December 2010, see also “The rela-
tion between Systems and Securitas”, page 72. There
is nothing preventing Securitas, by itself or in conjunc-
tion with other operatars, from developing services
and products that compete with Systems’ operations
and that customers and the market therefcre would
confuse the trademark and other signs of recognition.
It should also be noted that regardless of whether or
not Securitas develops competing services and pro-
ducts, there is a risk of confusion between Securitas
and Systems on the market, considering the fact that
both companies are going to use the trademark
SECURITAS. This risk of confusion could entaif that
Systems’ use of the trademark will be prohibited
subject to marketing legislation and/or that its busi-
ness name containing the dominant SECURITAS will
be deregistered (the same applies with regard to
DANSIKRING (Denmark) and PROTECTAS
(Switzerland))

After 2010, the license agreement may be
prollonged by agreement between the parties. If
Systems wishes to continue to use the above-
mentioned trademarks in its operations after 2010,

Risk factors

but an agreement on a prolongation cannot be
reached, there is a risk that Systems will be adversely
affected. The same applies if the license agreement
otherwise would expire. Far instance, Securitas can
terminate the agreement under certain circum-
stances, including a direct or indirect change of
control over Systems. Systems has however a num-
ber of its own trademarks, e.g. Bell that is used in the
UK and Ireland as well as Hamilton Pacific in the US.
Building additional new trademarks may result in
considerable costs, which may affect Systems’ earn-
ings and financial position negatively.

Disputes

in the ordinary course of business, Systems is occa-
sionally involved in disputes. The disputes involve
among other things, claims for compensation from
customers and insurance companies in conjunction
with damages or consequential damages in connec-
tion with security services carried out by Systems,
alleged deficiencies in planning, service or other
defaults. Even if the occurrence of disputes has
been limited up until now, possible future major and
complex disputes may prove costly, time consuming,
resource demanding and may disrupt normal opera-
tions. Nor can the possibility be precluded of these
disputes resulting in a significantly negative impact
on the Group's earnings and financial position.

Tax risks

Systems’ operations, including intra-group trans-
actions, are conducted in accordance with the com-
pany’s interpretation of applicable tax laws, tax trea-
ties and regulations in the relevant countries as well
as the requirements of the relevant tax authorities.
However it cannot be ruled out that the company’s
interpretation of applicable laws, tax treaties, regula-
tions or that the relevant authorities' interpretation of
these or of administrative practice is inconect, or
that such rules are changed, possibly with retroac-
tive effect. From time 1o time, companies within the
Systems group are subject to tax audits (at present
in Spain, for example) as a result of tax authority
rulings, Systems’ previaus or current tax situation
may deterioate. When restructuring the group, trans-
actions have been carried out at values assessed by
Systems and Securitas to be fiscally correct. If atax
authority should consider that the pricing in spite of
this has not been correct, reassessment may occur,
which may adversely affect Systems' earnings and
financial position.

Health, safety and environmental risks

Systems believes that operations are essentially
conducted in accordance with governing legislation
and regulations in terms of health, safety and
environment. Changes in legislation and official
regulation involving more stringent demands and
amended terms and conditions with respect to




Risk factors

licenses within this field, a shift towards stricter offi-
cial application of legislation and regulations as well
as claims for damages due to personal injury and
property damage caused by shortcomings in health,
safety and environment in Systems’ operations, may
result in fines or penalties or result in civil or criminal
law measures, which could have a negative impact
on Systems' operations, financial position and resuits.
Changes in legislation or official regulations may also
curtail or limit Systems’ operations.

Financial risks

Currency risks

A significant share of Systems’ operations are con-
ducted outside of Sweden, which results in both
commercial and financial transactions between
group companies and third parties being exposed
to exchange rate fluctuations. Systems' currency
exposure is limited since most of Systems'’ pur-
chases and sales take place in local currency on the
local market. Larger purchase orders or financial
transactions in foreign currencies are hedged in
foreign exchange derivatives in accordance with the
treasury policy adopted by the Board. In addition, the
Systems group is exposed to currency risks that
arise in the conversion of the income statements and
balance sheets of foreign subsidiaries. This risk is
hedged only by subsidiaries being funded in local
currency.

Interest rate risks

Systems will partly finance its operations through bor-
rowing. This means that part of the company's cash
flow will be used to pay interest on the company's
debts, which reduces the funds available for Systems'
operations and future business opportunities. A future
rise in interest rates could increase the portion of the
cash flow that is used for interest payments and have
a negative affect on Systems' earnings and financial
position. In addition, Systems holds financial assets
and liabilities aimed at satisfying the company's
liquidity and cash need requirements of the day-to-
day operations. These assets and liabilities are sensi-
tive to interest rate changes and thus by their natures
associated with interest rate risks.

Even if the above-mentioned exposures to interest
rate changes and other interest rate risks are man-
aged by using financial derivative instruments in
accordance with the adopted treasury policy, there
are no guaraniees that these hedging activities will
be sufficient.

Future capital requirements

The Board has concluded that Systmems’ financial
position is sound. If the company’s progress devi-
ates from the forecasted development, it cannot be
precluded that in the future a situation will arise in
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which the company must raise new capital.

There is no guarantee that additional capital can
be raised on terms and conditions favourable to
Systems. If the company is unsuccessful in raising
the necessary capital in the future, the company's
continuing operations may be jeopardised.

Stock market risks

Share price development

Prior to the distribution of Systems there has been
no trading in Systems shares. Notwithstanding the
application for listing of Systems Class B shares on
the O-list of the Stockholm Stock Exchange, no guar-
antees can be made regarding the liquidity of the
share. The share price will be affected by such
factors as variations in the company's earnings and
financial position, changes in stock-market expecta-
tions regarding future profits, supply and demand for
the shares, trends within the company’s market
segments and the economic trend in general. This
means that the price at which the sharg is traded will
vary.

Higher costs as an independent listed company
Prior to the implementation of the distribution of the
shares in Systems, Systems is a wholly owned sub-
sidiary of a listed company. Consequenthly, Systems
has a limited operational history as a consolidated
unit on the basis of which the Group can be
assessed and earlier has not had any direct respon-
sipility for corporate governance, financial reporting
and the disclosure regquirements that apply to listed
companies.

As alisted company, Systems will be affected by
increased costs for legal advice, accounting and
other costs that the company has not previously
been directly responsible for,

Future dividends depend on several factors
Holders of shares in Systems will be entitied to
dividends as from the financial year 2006. The size of
any future dividends is dependent on the company’s
future earnings, financial position, cash flow, working
capital requirement and other factors.

Shareholders with considerable influence
Approximately 16 percent of the shares and approxi-
mately 41 percent of the total number of votes in
Systems will, following the distribution, be contralled
by Gustaf Douglas and Melker Schorling (directly or
through companies and closely related parties).
These shareholders have entered into a shareholders
agreement in respect of the ownership of shares in
Systems, see “Legal matters and supplementary
information” on page 69. These shareholders will
jointly be able to exercise a considerable influence in
matters where the shareholders have voting rights.



Background and reasons

Background and reasons

On February 9, 2006, Securitas anncunced its intention to distribute Systems to Securitas’ share-
holders and list the company on the Stockholm Stock Exchange in a bid to raise transparency,
specialization and shareholder value. Thus, the Board of Directors of Securitas proposes share-
holders at the Extracrdinary General Meeting on September 25, 2008 to approve the decision to
distribute all shares in the subsidiary Systems to Securitas' sharehclders in the form of a dividend.

This distribution is a natural step in the development of Securitas. During the past 20 years the
Securitas Group has expanded through organic growth and acquisitions to become one of the
global leaders in security, with more than 200,000 employees and sales of SEK 66 billion (2005).
Securitas has contributed to developing the security industry to become more focused and inde-
pendent, with distinct market players that offer professional security. As a result of its substantial
market position in most countries, Securitas has been and remains a driving force in the industry.

In a bid to stay at the frontline of developments of the security industry, it is a rational step to
split up the current Securitas into individual security companies. This stage of increased differen-
tiation and specialization is aimed at permitting a sharper focus on the service development for
various customer segments, enhanced market recognition and increased potential to create
shareholder value. Size and consolidation have been key concepts during the build-up of
Securitas and other market- leading security companies for the past 20 years. In the future,
knowledge and innovation will be crucial competitive tools.

Systems has attained such a size and leve! of specialization in terms of customer offering,
market position, customer segmentation and business development that the advantages of
compiete independence are greater than the benefits of Group integration. Systems is sufficiently
mature in terms of management, administration, operational control and business development to
be ready to continue as an independent company in line with its specialized business model.

Systems’ customers - primarily middle-sized and large companies — demand customized
solutions and impose specific demands in terms of products and services. In-depth insight into
customer requirements and a focus on the ability to create tailored security solutions with the
utilization of new technology and systems are key factors in being competitive. As an independent
company, Systems can follow an individually focused and designed growth strategy with an orga-
nization and capital structure that supports this growth.

Consequently, the driving force behind the proposed distribution is the need for greater focus
and specialization deriving from customer requirements. These factors create the potential for the
further enhancement of customer satisfaction, income growth and business potential, thereby
raising shareholder value. Also, the break up of the current Securitas is expected to increase the
transparency of each operation, while shareholders gain the potential to adjust their holdings in
each company.

The Board of Securitas and the Board of Systems, both with its registered office in Stockholm,
are responsible for the information in this prospectus and hereby declare that all reasonable care
have been taken to ensure that the information contained in this prospectus, to the best know-
ledge of the Boards of Securitas and Systems, is in accordance with the facts and contains no
omission likely to affect its import.

Stockholm 5 September 2006 Stockholm 5 September 2006
Securitas AB (publ) Securitas Systems AB {publ)
The Board of Directors The Board of Directors




Terms and instructions

Terms and instructions

Provided that the Securitas Extraordinary General
Meeting on 25 September 2006 resolves to distribute
all shares in Systems to the shareholders in Securi-
{as by means of a dividend distribution,” a person
registered as a shareholder on the record day, 28
September 2006, will be entitled to receive one
share in Systems for each share held in Securitas.?
Except for being regisiered as a shareholder on the
record day (directly registered or through a nomi-
nee}, no further measures are required in order to
receive shares in Systems.

Distribution ratio

For each Class A share in Securitas, one Class A
share in Systems (and cne Class A share in
Securitas Direct) will be received, and for each Class
B share in Securitas, one Class B share in Systems
(and one Class B share in Securitas Direct) will be
received. In total, 17,142,600 shares of Class A and
347,916,297 shares of Class B will be distributed.

Record day

The proposed record day with VPC for determination of who is entitled to receive shares in Systems is 28 Sep-

tember 2008.

25 September 28 September

Extraordinary
General Meeting
in Securitas
Last day of trading including
right to dividend

Record day

Receipt of shares
Those who on the record day are registered in VPC's
register of shareholders in Securitas will receive
shares in Systems without any action or their part.
The shares in Systems will be available on the enti-
tied shareholders' VPC account the day after the
record day. VPC will then send a notice stating the
number of shares registered on the VPC account of
the receiver.

~ Those who for some other reason are entitled to
the dividend are requested to follow the instructions
separately issued by VPC, when applicable, in con-
junction with the record day.

29 September

Expected first day
of trading in Systems
on the Stockholm Stock Exchange
(shares registered on VPC account)

Nominee-registered shareholdings

Shareholders whose holdings in Securitas are nomi-
nee-registered with a bank or other nominee will not
receive any notice from VPC. Notification will instead
be made in accordance with the respective nomi-
nee's general practice.

1) The resolution will be made pubiic by way of & press release immediately following the General Meeting on 25 September 2006.

2) According to Swedish law and Securitas’ Articles of Association respectively, no special rignts exist for shareholders wha vote against the proposed
dividend distribution at Securitas Extraordinary General Meeling (so-calied dissenters’ rights in the US). Consequentiy, if shareholders holding al least 50
percent of the votes cas!, vote in favour of the proposal, such a resolution will bind all shareholders in Securitas, including those shareholders who have
voted against the proposal, and all snarenolders in Securitas will accordingly receive shares in Systems subsequent to the approval of the distribution at

the General Meeting.
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Listing

The Board of Directors of Systems has applied for
the listing of the company's Class B shares on the O-
list of the Stockholm Stock Exchange. The proposed
size of each trading lot is 500 shares. Trading on the
Stockholm Stock Exchange is expected to starton
29 September 20086. Effective 2 October 20086, the
Class B shares in Systems will be listed and traded
on the Stockholm Stack Exchange's Nordic List. The
company's ticker on the Stockholm Stock Exchange
will be SYSI. The ISIN code for the Class B share is
SEQ001785197. Systems does not intend to apply for
the listing of Systems' share on any stock exchange
or market place other than the Stockholm Stock
Exchange. Furthermore, Systems does netintend to
register the shares under the United States Securi-
ties Act of 1933 or any other foreign equivalent, or
take any other action that would render Systems
subject to the periodic reporting requirements of the
United States Securities and Exchange Commission.

Terms and instructions

Right to dividend

The shares in Systems will entitle to dividend as from
the financial year 2006. Payment of dividends, if any,
will be effected by VPC or, in the case of nominee-
registered shares, in accordance with the respective
nominee's general practices. For further information,
see “Dividend pclicy” on page 18.




Comments by the CEO

Comments by the CEOC

Systems aims to be an organization with short decision-making processes,
clear responsibility and a clear customer focus at all levels.

Dear future shareholders,

Systems is now becoming its own, independent,
listed company after a number of years as a busi-
ness area within the Securitas family. This prospec-
tus intends to provide a clear picture of us as a com-
pany - what we do, how we make money, where we
want to go further.

Let me initially say, that we are specialists in pro-
tecting and securing operations for large and
demanding customers, customers for whom security
is important. Banks and financial institutions are one
such customer segment, but we also work with many
industrial companies and retail chains.

We buitd and integrate advanced technical sys-
tems, constructed upon a series of different compo-
nents from different suppliers. We know how to put
together these products and services to deliver a
functioning overall solution for the customer.

Since the formation of the division in 2001, we
have increased our presence in several countries
while at the same time significantly improving both
saies and earnings. We are constantly discovering
new opportunities and realize how much more we
can do, and should do, in order to become a word-
leading security systems integrator.

From the Nordic region to the world.

Systems is changing. From having been a Swedish
and then a Nordic technology company, the empha-
sis has now shifted to the major countries in Europe,
such as Spain, UK, France and Germany. Recently,
we have also established ourselves in the US. Our
presence in Europe is very strong today. We are one
of the leading players in Europe both geographically
and financially.

To establish ourselves as a world leader, natu-
rally requires that we succeed in the major markets
where competition is fierce. This includes the US,
UK, Spain and France where there are a large num-
ber of players, and few regulations limiting competi-
tion. The success we have atteined in these coun-
tries inspires us internally.

We have for example been very successfut in
Spain and France for many years. However, the
major breakthrough during 2005 was that Systems
inthe US, following its latest acquisition, is on the
way to becoming our largest unit.

Our future challenges consist of ensuring that
the operations in our major countries develop like
those in Spain and France by means of continuing
to focus on value for the customer and knowledge.

Market and growth opportunities

We have a small market share, three percent, ina
highly fragmented market that is growing through
technology development and globalization.

This fragmented market represents a great
opportunity for companies that can succeed in
combining dynamics and high end specialist com-
petence in their company culture. A number of our
competitors are dependent on in-house produced
products that are sold through their own organiza-
tions. We remain at liberty to choose the best for our
customers. This is a significant advantage on a mar-
ket where the customer does not want to be locked
into the product but wants the possibility to freely
choose the one that delivers most value for money.



The fact that customers are becoming more
international creates an increasing need for global
security partners. We have to be established where
the custcmers are and where they are currently
aiming to be. There is plenty of scope for us to grow
both organically and by means of acquisitions.

Growing in a global market requires a clear strat-
egy in order to avoid too many growing pains and
unnecessary risks.

Over the years, we have learned the importance
of first developing our existing operations to the
point where can we see that an acquisition will con-
tribute and when we can determine which compa-
nies to acquire. Today, we have double-digit growth
and margins with a good cash flow. Our challenge is
to continue to maintain high growth through
dynamic business development in all parts of the
company.

Customers and competence development

Our employees’ good knowledge of the customers,
their operations and needs, is one of our most
important assets and can be a crucial factor in many
acquisitions. Many companies talk about proximity
to the customer, but | can guarantee that it is a living

Comments by the CEO

reality for us in our daily work. Securing our custom-
ers’ operations forms the core of our business con-
cept.

High demands are placed upon those in senior
positions to inspire their employees to develop and
adapt in order to meet the needs of the customers in
the best possible way. We have already realized that
the challenge is internal. Our task is to systematically
attract and develop our employees. As technology is
so crucial for our future growth, it is clear that
demand for well-trained employees, will be critical
for driving the internal development. We will there-
fore invest even more in the recruitment of high end
specialist competence and competence develop-
ment. With a starting-point in our strategy — customer
focus, knowledge and growth ~ | ook very positively
on our opportunities to continue our successful jour-
ney. Future shareholders should have high expecta-
tions on us, and it is my task and desire as well as
that of my employees, to do our utmost to live up to
the expectations. We feel that the journey has just
begun!

Juan Vallejo
CEQ




Market description

Market description

The market for security systems

The market for security system solutions includes
video surveillance products, products for access
control, intrusion protection, fire protection and inte-
grated security systems as well as analysis, design,
installation and maintenance of these products and
systems and services for alarm centers and security
centers. The annual value of the market is estimated
to amount to approximately MSEK 245,000 in Europe
and the US, of which approximately 48 percentis in
the US and 43 percent in the five largest European
security markets Germany, UK, France, Italy and
Spain. Services to banks and financial institutions
are estimated to amount to 11 percent of the market
and services for retail chains to 13 percent. The
security market has a higher rate of growth than
GDP and the fastest growing area is security sys-
tems. The highest growth, a double digit figure, is
displayed by video surveillance, while the growth
within intrusion protection and fire protection is more
limited. Total growth is estimated at 6-8 percent. The
market structure is very fragmented, with a large
number of local companies in each market as well
as some large international operators such as ADT,
Siemens, Diebold, and Chubb, all with relatively low
market shares. Certain consolidation has taken
place by means of take-overs and this trend is
expected to continue.

Systems’ organization is based on two geo-
graphical segments. US/UK/Ireland and Europe
(except from UK and ireland). The two segments dis-
play similar structures with regards to customers but
differ regarding market structure and regulations.

US/UK/lreland

The US market and the market in the UK and Ireland
display majer similarities and many companies have
operations in both countries since, among other
things, the language is a facilitating factor. The
American market lacks really (arge national players.
The large product companies that exist most often
account for a major part of the sales activities to the
end customer, who then has the installation per-
formed by a company with local presence, a struc-
ture that is also evident for the same companies in
the UK. These markets are also characterized by rel-
atively few and clear rules, for example the British
Standard (BS).

1) Systems has not estimated the market outside these geographicai areas.

Europe (except UK and Ireland)

Most of the European markets have a low degree of
price transparency. The market is also characterized
by fragmentation with many players, both in the pro-
duction stage and in the installation and integration
stages. The installation stage consists to a certain
extent of electrical contractors. Only on the Nordic
markets are there really large national integrators.
Very few players have the capability to co-ordinate
installation and service across Europe. There are
also only a small number of players in each country
that can be said to be nationwide. This is often
regarded as a shortcaming by large international
customers, whose number is increasing through the
ongoing globalization. Besides the language differ-
ences, these markets display a significantly more
varied collection of different regulations that despite
European standardization still imit a free flow of
products and services.

Other markets

Markets outside the US and Europe are, in most
cases, fragmented and more production orientated.
Demands for quality vary greatly between domestic
customers and large international companies and
banks. The latter require the same security solutions
as those already established on their respective
home markets. Growth is higher than in the US and
Europe, but from a considerably lower starting point.
This applies particularly to Asia, with China as the
foremost example. Australia constitutes an exception
and resembles in many respects the US, UK and
Ireland.

Security technology

Security technology includes four main areas and is
a form of umbrella technology. The four major areas
are intrusion protection, fire protection, access con-
trol and video surveillance. The umbrella technology
consists of a basis for administering the daily opera-
tion of the system, as well as a basis for decision-
making in the event of incidents.

The role of 1T and P technology is increasing
within all areas. The most rapid development is
within video surveitlance with pattern recognition,
picture transfer and continuous and incident-
triggered sequence storage. The slowest develop-



ment is within fire protection where varying regula-
tions hamper the development.

Communications technology also results in new
roles for monitoring centers as security centers with
the possibility of a significantly wider area of respon-
sibility. Assisted by modern technology, video sur-
veillance can be administered remotely and the cus-
tomer's security administration can be outsourced.

Driving forces of the market

B The increased vulnerability of society

The security market is partly driven by the increased
vulnerability of modern complex society. Cost-
effective production and delivery systems combined
with dependence on the availability and reliability of
IT systems, implies that companies become increas-
ingly vulnerable to operational shutdowns, which if
extended could result in the loss of customers and
market share. An important focus therefore will be to
protect the company from operational disruptions to
the greatest extent possible. Many forms of insur-
ance also require specific technical security systems
in order for the cover to apply.

8 More technology and complexity

Products and services are becoming increasingly
complex and technology is becoming a more impor-
tant aspect of the companies’ offering. The com-
plexity makes it costly for companies to provide ser-
vices internally. The IT sectors' development is
propelling higher technical content in technology-
related sectors as this enables these sectors to
become more efficient. Continued technological
development leads to more efficient solutions and
lower prices.

Systems’ competitors

Market description

B Increased specialization and outsourcing

Focus on the core business is a global trend. When
individual companies operate on the entire warld
market, it becomes necessary to specialize opera-
tions in the areas in which they are the maost compet-
itive. This leads to increased cutsourcing. Further,
large companies often choose to have only one sup-
plier for each service in order to reduce procurement
costs and thereby achieve greater efficiencies in
administration.

More basic security services can be provided
via several different types of suppliers. Many cus-
tomers however, require partners who understand
their operations and whao can take overall responsi-
bility for the security solution. This usually leads to
less price pressure as the service that is supplied is
less homogeneous.

& Increased service content

Complex products often result in greater service
content. There is a requirement that the product
should complement the customer’s existing opera-
tions in an effective manner. In order to operate to
satisfaction complex products often require regular
supervision and maintenance. In this manner, the
majority of the products sold, are also comple-
mented with associated services.

& Crime and terrorist attacks

Increased crime contributes to pushing further
demands on the entire global security industry. Crim-
inals develop their methods to keep pace with higher
levels of techneology and security, thus more sophisti-
cated solutions are required. In recent years, threats
of terrorist attacks have also increased security
requirements in both companies and institutions.
When the threat becomes clearer and the nature of
the threat even more complex, new products, new
solutions and new ways of thinking are required.

Customer group Europe us
Bank and financial institutions Chubb (UTC) Diebold
ADT (Tyco) ADT {Tyco)
G48 Red Hawk
Bosch Gunnebo
Retail chains Rentokil/Initial ADT (Tyco)
General ADT (Tyco) HSM
Chubb (UTC) Stanley
Siemens Ingersoll Rand (IR)
G48 Siemens
Local security contractors Local security contractors
Electrical contractors IT company

T company




Market description

Systems' competitors are made up of both smaller
local players within security systems, local IT com-
panies, and electricians that partly offer the same or
similar products and services as Systems. [n addi-
tion there are a number of larger companies within
security systems in the markets in which Systems
operates, of which the mostimportant are described
below.

Chubb

Chubb is the security system portion of the Ameri-
can company United Technologies Corporation
(UTC). UTC operates within a large number of areas
such as defence material, lifts and security solutions.
Chubb is principally focused on security systems to
the bank and financial sector. The company mainly
operates on markets within the British Commgen-
wealth,

ADT

ADT is American conglomerate Tyco's division for
electronic security installations. The company oper-
ates within several different customer groups. ADT is
strong, principally in the US and the UK but also has
operations in Europe. Tyco also has a significant
product operation within security systems, alongside
ADT

Rentokil/Initiat

Rentokil/initial is an international British company
within business services. Within security systems,
the company is primarily active within retail chains.
Rentokil/initial mainly has operations in the UK,
Netherlands, France and the US.

Diebold

Diebold is an American service company within,
among other things, security systems and cash
dispensers. The company principally operates within
banks and financial institutions in the US, UK and
Ireland.

Siemens (Building technologies)

Siemens building technologies is the German tech-
nology company, Siemens, division for technical
infrastructure within security, convenience and
efficiency. The company is mainly active in Germany
and in the US and is very large within fire protection
installations.

or misleading.

Information regarding market growth and market size and market shares and Systems' market position
in absolute terms or in relation to competitors as noted in this prospectus represent Systems’ overall
assessment based on both internal as well as external sources. Systems is not aware of any single avail-
able statistical data that provides a pertinent picture of Systems’ markets. The sources on which Systems
has based its assessment include industry statistics, information from independent research organiza-
tions such as Frost & Sullivan and information from subsuppliers. Systems has endeavored to accurately
reproduce the information from these sources in the prospectus. Neither Systems nor Securitas have,
however, verified the information from these sources. To the knowledge of Systems and Securitas, and
as far as they can judge, no factual information has been omitted that could render the data inaccurate
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Business concept, goals and strategies

Business idea

Systems shall through knowledge of the customers'
individual needs supply solutions within technical
security systems to professional customers with high
security demands.

Goals

Systems’ goal is to become cne of the leading com-

panies within security systems integration in the

maijor markets in Western Europe and in the US. In

the longer-term, the goal is to become a leading

global player.

Systems has two further main financial goals:

B An average sales growth exceeding 10 percent,
including acquisitions.

B An average return on capital employed exceeding
20 percent.

Growth

The growth figure for Systems' relevant markets is
assessed to amount to approximately 6-8 percent,
(see the section,"Market description” on page 14).
Systems aims over time, to grow faster organically
than the market average and to complement this
organic growth with acquisitions. This has laid the
foundation for the chosen growth target of over 10
percent. Growth, including acquisitions is consid-
ered strategically important in order to maintain a
strong market position with good opportunities for
high long-term returns.

Profitability

Systems estimates that the chosen prefitability target
represents a good balance between both the
requirement to generate a high return to investors in
the company (in line with the historic performance of
the operations), and that the profitability target in
itself should not form an obstacle to growth.

Strategy

Systems' strategy has three foundation pillars:
B Customer focus

8 Knowledge

& Growth

Customer focus

Systems strives for a deep understanding and
knowledge of the customers’ operations and their
total security needs. By being close 1o the custom-
ers, Systems can actively participate in the entire

value chain within security systems, from analysis of
the customers' starting point and needs, by way of
system design and system integration to service and
evaluation.

The first installations within a customer segment
or market are used as a basis for understanding the
customers’' needs and present situation in order to
deliver the best possible service to these customers.

Knowledge

Systems can offer market-leading solutions based
on advanced technological knowledge and familiar-
ity with the customers’ needs. Systems assesses that
advanced technology will become an increasingly
important ingredient for success and is accordingly
investing significant resources to identify and take
advantage of technological opportunities and turn
these into new and improved cost-effective solu-
tions. With advanced technology as well as systems
and integration knowledge, Systems is reaching
even higher in the value chain within security
systems.

Growth

Systems’ growth is made possible through the com-
bination of a decentralised and entrepreneurial
organization, an expressed focus on customer seg-
ments and strategic company acquisitions. The
highly fragmented market means that size becomes
an important competitive factor as a larger player
can benefit from size synergies and has greater
opportunities 10 service customers both nationally
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Business concept, goals and strategies

and across country borders. Market leadership is
also regarded as a way to achieve good profitability.
The Company has a clear focus on customers with
high security demands. An important part of the
strategy is to become market leading within chosen
customer segments with high growth such as banks
and financial institutions and retail chains. These
customer segments are then used as a basis when
expansion takes place in other customer segments
that have reached a corresponding degree of
sophistication. Acquisitions are made with the aim of
establishing or strengthening operations within these
chosen customer segments or other customer seg-
ments that dispfay high growth or have major secu-
rity needs. This can also mean establishment in
entirely new countries. Systems aims to identify com-
panies with well-functioning operations, rather than
larger companies in need of reorganization. The
acquired companies must have the potential to
reach the profitability target within 2-5 years. The
period varies depending on the size of the acquisi-
tion, the market and customer orientation.

Dividend policy and capital structure

The Board of Directors intends {o apply a dividend
policy implying that the yearly dividend level,
adjusted to Systems’ earnings, financial position and

other factors that the Board of Directors considers
relevant, should normally correspond to 40-50 per-
cent of the company's free cash fiow.

Systems will obtain a capital structure in con-
junction with the distribution from Securitas, whereby
the capital employed will be financed by approxi-
mately 60 percent equity and 40 percent net debt
respectively, which corresponds to net borrowing of
approximately MSEK 1,400. In addition, Systems has
negotiated a credit facility (see "Shareholders’
equity, indebtedness and other financial information”
on page 44), in connection with the listing process,
which provides scope to increase borrowing to
MSEK 3,000 in total. Systems has elected not to
establish a specific capital structure targetin terms
of for example debt/equity ratio or debt multiples.
Systems will however monitor the capital structure
development continually, in order to ensure that it is
appropriate with regard to the ongoing working capi-
tal needs and needs of capital for expansion, e.g. for
acquisitions. Expansion, as far as considered appro-
priate, will first be financed by funds generated inter-
nally and by debt-financing. The assessment will be
made with regard to, among other things, antici-
pated earnings and cash flow for existing and possi-
ble acquired operations and the risks that are con-
sidered to exist for deviations from the expected
outcome.




Operations

Introduction

Systems supplies security systems and services that
secures the customers’ employees, production and
facilities. Systems’ offering is based on knowledge
and specialist competence regarding how technical
security products within for example video surveil-
lance, access control, intrusion protection and fire
protection can be integrated with communication
and IT systems.

Systems' sales are made up of integration/instal-
lation of security systems (60 percent), as well as
services and after-sales services related to the
system in the form of maintenance, monitoring, alarm
services, security centers and other customer
service functions (40 percent). There is a strong
connection between integration/instalfation and sales
of services and after-sales services since the instal-
lation customer in most cases enters into an agree-
ment to purchase services related to the system.

Systems has been an independent division within
Securitas up to now. its operations have developed
from a number of smaller and secondary operations
in Securitas to become one of the major players in
Europe and in the US within security systems integra-
tion. Growth has averaged 16.9 percent per year for
the period 2003-2005.

Systems operates in 13 European countrigs and
in the US, Hong Kong and Australia. In Australia, the
operations only consist of the product company
PACOM. Systems has leading positions in Sweden,
Norway, Finland, France and Spain. Systems'
customers are found within some 20 sectors, all with
high security requirements. The Group has a strong
position within the prioritized banks and financial
institutions segment in the US, UK, Spain, France and
the Nordic countries. Retaif chains is ancther priori-
tized customer segment. Systems has approximately

Operations

4,900 employees. The operations are organised into
two geographical segments:

£ US/UK/tretand
Europe (except UK and Ireland)

The operations do not differ significantly between
the segments. Disparities are most clearly evident in
market conditions and regulations.

The market for security systems is global but very
fragmented and Systems has a competitive advan-
tage in the presence that the company has built up
on the large European markets and in the US since it
will facilitate a continued expansion. Systems' market
share amounts to 4 percent in Europe and 1 percent
in the US.

FINANCIAL DEVELOPMENT
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Information concerning Systems from the Securitas Annual Report

MSEK unless otherwise indicated 2005 2004 2003
Sales 5,798 4,724 4,026
Organic sales growth (%) 6 1 5
Operating income before amortization* 669 554 434
Operating margin (before amortization) (%) 11.5 11.7 10.8
Operating income after amortization 819 542 375
Operating margin (after amortization) (%) 10.7 11.5 9.3
Operating cash flow 483 870 468
Investmenits in fixed assets 147 118 98
Depreciation 123 106 95
Operating capital employed 899 575 703
Capitat employed 3,547 2,719 1,061
Return on capital employed (%) 19 20 41

* Before amortization on acquisition related intangible assets and acquisition related restructuring costs but after amortization and depreciation on tangible

assets and other intangible assets.
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Business Model
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Customer focus

Systems offers the customer a complete solution for
their security needs based on knowledge and spe-
cialist competence. By first analyzing and under-
standing the customer’s operations and risks and
then designing a customized security system,
Systems creates customer value, often with the sup-
port of having worked with other customers with sim-
ilar needs. This customer-orientation strategy has
proved to be successful by virtue of the opportunity
to sell an overall concept to every individual cus-
tomer.

The business model is focused on identifying
and developing specific offerings for different cus-
tomer segments. Systems focuses on the parts of
the value chain that lie closest to the customer which
makes a close dialogue possibie in not only the early
analysis, design and specification work of an instal-
lation, but also in the services for maintenance and
after-sales service where the agreements runs for
several years. As an integrator, Systems can offer its
customers all parts of the value chain which also
includes outsourcing and taking over parts of the
security responsibility. This provides the customer
with better opportunities to focus on their core
business and many customers have accordingly
opted to expand contacts with Systems, both
nationally and internationally.
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System integration/instailation
Integration/installation sales mean that Systems,
based on analysis of the customer's needs, designs
and installs an integrated system employing the
optimum protection technology. The protection can
consist of video surveillance, monitoring, access
contral, intrusion protection and fire protection as
well as communication and information analysis. An
instaliation can cover both one as well as several
facilities, it can cover newly built properties or consti-
tute replacement or modernization of older systems
in existing properties.

Systems’ knowledge of its customers’ needs and
its specialist competence in putting tcgether secu-
rity products in order to create an integrated system
solution is the core in the customer offering.

Systems has chosen a strategy in relation to the
installation of security products in which it is not
dependant on any specific product supplier and has
for reasons of cost efficiency, concentrated its
purchasing volumes on a number of selected suppli-
ers. The market for security products is relatively
consolidated, which means that many of the prod-
ucts are used by several different integrators/install-
ers. The difference between different types of inte-
grator/installers lies in how they utilize these
products and to which extent they succeed in creat-
ing an integrated system solution that meets the
needs of the customer.




Services and after-sales service

Systems' services include monitoring and security
via customer service functions, as well as connec-
tion to Systems' central security center where
Systems functions as the company's own security
department, as well as pure technical maintenance

Operations

and after-sales services. Security centers and cus-

tomer service functions represent an important and
growing part of Systems’ range of services. By con-
necting the customer’s security system with a central
security center, the security can be made more effi-

cient and the customer’s security level enhanced.

21




Operations

Revenue model

Approximately 80 percent of Systems’ revenues are
generated by integration/instaliation of security sys-
tems and approximately 40 percent from services
and after-sales service related to the systems. There
is a strong connection between these, and Systems’
revenue model is built on a combination of integra-
tions/installations and agreements regarding after-
sales service and services in order to create stable
growth.

Systems’ revenues are less dependant on market
conditions than in the case of many other busi-
nesses. It is principally agreements within after-sales
service and services that provide stability by virtue
of their length. Even though the contractual length of
the agreements usually are 1-3 years, the actual
duration for the majority of customer relationships is
7-10 years. Beyond that, the already installed security
system is changed continuously which automatically
provides a base of small, but numerous, comple-
mentary installation projects. Certain repair needs

22

Systems delivers services in the form of
knowledge and specialist competence, that are
combined with purchased security products to form
integrated security systems. Purchased products
only constitute 20-25 percent of total sales and
around 30-35 percent of installation sales. The main
part of Systems’ revenues thus comes from szales of
services such as analysis, planning, design, instalia-
tion, start-up, customer training, regular service and
maintenance and trouble shooting, as well as other
services.

outside the scope of the agreement also generate
further regular revenues. All of these factors contrib-
ute to stable revenues that altogether represent
approximately 40 percent of Systems' yearly
revenues. On certain geographical markets where
Systems has been active for a long time, such as
Sweden, Spain, and France, the share can even be
higher.

Deteriorating market conditions often mean that
many customers decide to accelerate the rapid
ongoing transformation from personnel-intensive




security to the more cost-effective technical solu-
tions that Systems offers. In the case of installations
and system solutions for new commercial real estate,
however, a certain correlation may be seen between
weaker market conditions and subdued demand.

Normally Systems works directly with its custom-
ers. In certain cases, Systems may however act as a
partner to other security companies. Such partnar-
ship however constitutes a relatively minor part of
Systems’ total sales.

Customers

Systems’ customers are medium sized and large
companies with high security demands. Systems two
largest customer segments, banks and financial insti-
tutions and retail chains, are found on most of the
company's markets. Apart from these, the organiza-
tion in each country determines which customer
groups are the most interesting to cultivate further on
the local market. This local market knowledge is then
transferred to the company’s other markets. The
focus on specific customer segments provides
increased knowledge of the customers’ security
needs and makes it possible to adapt the entire
value chain accordingly. This also facilitates identifi-
cation and integration of acquisitions since most of
the potential acquisitions are specialised within a
given customer segment.

Banks and financial institutions

Banks and financial institutions is the customer seg-
ment where Systems has the strongest position. Itis
characterized by high demands on security to pro-
tect assets and personel from robbery and other
threats. The product offering therefore consists of

Qperations

security solutions for ail the banks' units. It includes
products, installations, service and a number of ser-
vices such as customer service, alarm monitoring
and response, remote monitoring, cash dispenser
handling as well as training of those responsible for
the alarm and security (i.e. the entire value chain).
When Systems establishes itself on new geographi-
cal markets, the first concentrated effort often
oceurs within this customer segment.

Retail chains

Retail chains are characterised by the fact that they
have many similar units spread across a large area,
often an entire country or several countries. Another
common factor is that these customers in common
often want to have a uniform security concept, an
overview over costs and functions, as well as some
kind of functional guarantee for the overall system.
Intrusion protection, alarm monitoring, video installa-
tion and monitoring, helpdesk and statistics are the
main parts of the value chain for these customers.
This customer segment is growing rapidly both in
Europe and in the US and Systems is increasing its
presence in it.

Other customer segments

Besides banks and financial institutions and retait
chains, Systems has customers within a number of
different sectors, for example, logistics, telecammu-
nication, energy, biotech and automotive. These sec-
tors are all characterised by high security demands
within their respective fields of operation. More often
than not, Systems' customers within these areas are
large companies.
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Systems’ service and product range

Overall concept

Systems assumes responsibility for the overall secu-
rity needs of the customer and is responsible for
analysis, design, planning and training around the
security products and the integrated security sys-
tems in conjunction with installations as well as ser-
vices and after-sales service.

The security center is a relatively new concept that
is a further development based on traditional alarm
centers. In a traditional alarm center, the maonitoring
of several alarm installations is interlinked in order to
allow prompt reaction to alarms so that personnet
can be put in place at all times of the day and night.

In a security center however, several different
types of security installations are connected
together and integrated in order to offer the cus-
tomer an overall picture of their security situation.

This integration provides Systems with the possi-
bility of taking over responsibitity and the operation
of several systems and handling certain administra-
tive duties such as access control from a distance.
Systems is continuously developing its security cen-
ters with the intention that all types of security sys-
tems may be remotely controlled and made more
efficient. For this reason, security systems are
equipped in certain cases with additional advanced
technology in the form of sophisticated communica-
tion systems.

Systems currently has more than 160,000 cus-
tomers connected to 17 security centres in 9 coun-
tries. These security centers at present manage the
customers’ access control systems, surveillance
cameras, fire alarms etc. The more refined technical
service and maintenance agreements however

Customer Customar

Customer

Customer Customer

Customer

SYSTEMS
SECURITY
CENTER

Customar

— (B :
k Service/Maintenance
\ T

constitute up to now most of the sales and after-
sales revenues.

Security centers generate substantial customer
value by virtue of the fact that the system utilized
can distinguish what is important to the customer
and handle other matters automatically.

Video surveillance is a service that has risen and
grown strongly during the last 10 years. Systems can
make surveillance systems more efficient by allow-
ing it to be “more intelligent”. Video surveillance can
be event-controlled by allowing a camera to be acti-
vated only when something moves in front of it orif a
new object comes into the scanning range. Another
possibility is to allow traditional security patrols to be
replaced by cameras that randomly or in a certain
sequence actively scan parts of the customer's
premises.

During recent years, integrated security systems
and management systems have also increased
sharply. Modern communication solutions, IP-com-
munication and complete digital systems for picture
storage, picture transfer and picture handling al! rep-
resent examples of solutions that demand more and
new competence within the security industry. Utiliza-
tion of these solutions also requires increased com-
petence within IT and the T security field.

Products

Systems’ range comprises a series of technical
security products for video surveillance, access con-
trol (card readers, communication solutions, barri-
ers, security doors and similar), intrusion alarms,
and fire protection as well as security and communi-
cation management systems.

Access control Intelligent

video surveillance

Alarm recetving

Help dask/
technical support

Systems can with the assistance of tha Security center, from a distance, take over parts of the customer's security system. Exam-
ples of such parts include alarm reception/verification, access control, video surveillance, service and maintenance as well as
tachnical support. The customer can accordingly gain more effective administration of their security system and focus on their

own core business.
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Product procurement
Co-ordination of product procurement occurs at
Group level in order to ensure that the company
receives the best possible terms as well as to build
long-term relationships with the major and leading
product manufacturers in the security industry such
as GE Security, Bosch, Panasonic, Honeywell and
Tyco. The chosen product suppliers delivers to all
geographical markets where Systems operates.
Despite this strategy, Systems is careful not to
become too dependant on any individual supplier as
the company must be prepared to change suppliers
relatively quickly if technological developments
demand it. No supplier accounts for more than
10 percent of the total procurement.

Product development
Systems strong customer focus and proximity to its
end customer provides important knowledge regard-
ing the customer’s present and future needs. This
knowledge, together with the position as a major
customer, lays the foundation for close dialogue and
feedback with the major chosen suppliers, when
future products and concepts are developed.
Systems does not conduct any product develop-
ment apart from PACOM in Australia which mainly
develops intrusion protection systems that communi-
cate using the customer’s existing network. PACOM
has been one of the leading in this segment for more
than 10 years. These products are particularly suited
for customers within the prioritized sectors, banks
and financial institutions and retail chains. PACOM's
annual costs for product development amount to
MSEK 17.

Future product and security technology

Itis important to understand the connection between
the different areas within security technology in order
to best take advantage of the new possibilities. Sys-
tems has recently started a co-operation with Lund
University, which aims to improve knowledge about
how security informatics may influence developments
within the security industry and how products, solu-
tions and the roles of different players will look in the
future. Besides Systems, Assa Abloy and Axis Com-
munications is also participating in this collaboration,
which is planned to continue for four years.

QOperations

THE DEVELCPMENT OF THE SECURITY MARKET

The pace of technical development is accelerating and
Systems aims to be at the leading edge of it.

Investments and fixed assets

Systems' investments in tangible fixed assets are
limited (approximately 2-3 percent of turnover).
Systems’ tangible fixed assets consist principally of
office and production equipment and Systems has
in the present situation no ongoing or anticipated
significant investment projects.

Environmental impact

Systems assessment is that there are currently no
environmental factors that to any significant extent
could affect the company's use cf its assets.
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Operations

Organizational structure/primary segments

SYSTEMS QROANIZATION CHART

Systems’ operations are divided into two geographi-
cal markets (primary segments). US/UK/ireland
make up one segment and Europe (except UK and
ireland), the other. The operations outside of the US
and Europe as well as the head office are reported
under Other. The operations do not differ signifi-

Key ratios: US/UK/lreland

cantly between the segments. Disparities are most
clearly evident in terms of fharket conditions and
regulations. This is described in greater detail in the
section, “Market description” on page 14. A financial
summary of the two segments is presented below.

MSEK unless otherwise indicated 2005 2004 2003
Sales 1,317 784 413
Operating income before amortization” 98 44 4
Operating margin before amortization* (%) 7.4 5.7 0.0
Investments -17 -8 -2
Number of employees 1,008 817 270
Key ratios: Europe (except UK and Ireland)

MSEK unless otherwise indicated 2005 2004 2003
Sales 4,442 3,925 3613
Operating income before amortization” 617 531 450
Operating margin before amortization* {%) 139 135 125
{nvestments ~128 -109 -36
Number of employees 3,842 3,697 2,944
Key ratios: Other

MSEK unless otherwise indicated 2005 2004 2003
Sales 55 27 N/a
Internal sales -17 -12 0
Operating income before amortization* 46 -21 -16
Operating margin before amortization™ (%) N/a N/a Nfa
Investments -1 -1 N/a
Number of employees 53 58 2

* Before amortization on acquisition related intangible assets and acquisition related restructuring costs but after amortization and depreciation on tangible

assets and other intangible assets.
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Operations

Legal organization structure and important subsidiaries

Systems has a legal structure in which the country
organizations constitute subsidiaries that are directly
owned by the parent company or the holding com-

Directly-owned subsidiary

pany in the respective country. However, operations
in Ireland, Hong Kong and Australia lie under
Securitas Systems Holding UK Ltd.

Participating interest (%)

Domiicile and operations, country

Securitas Response AB 100 Sweden
Securitas Systems Sverige AB 100 Sweden
Securitas Systems Holdings AS 100 Norway
Securitas Systems Holdings OY 100 Finland
Securitas Systems SAS 100 France
Securitas !l Seguranca Electronica SA 100 Portugal
Securitas Systems Deutschland Holding GmBH 100 Germany
Securitas Systems Holding UK Ltd 100 UK
Dansikring Systems A/S 100 Denmark
Securitas Systems Spain SL 100 Spain
Securitas Secruity Systems US Inc 100 us
Securitas Systems BV 100 Netherlands
Securitas Systems NV 100 Belgium
Protectas Systems SA 100 Switzerland
Other important indiractly owned subsidiaries that account for at least 5 parcent

of the Systems group’s turnover

Securitas Systems AS 100 Norway
Securitas Systems Oy 100 Finland
Bell Security Ltd 100 UK
Securitas Sistemas de Seguridad SA 100 Spain
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Business Academy Bexley
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Operations

Personnel

Systems has around 4,900 employees in 16 coun-
tries (2005). About half of the employees are engi-
neers and installation technicians while the other half
are made up of project leaders, product specialists
and management personnel.

Country Number of employees Share (%)
Sweden 838 17%
Norway 345 7%
Denmark 57 1%
Finland 281 6%
Spain 824 17%
France 745 15%
Germany 212 4%
Portugal 250 5%
Belgium 81 2%
Netherlands 177 4%
Switzerland 22 0%
Total Europe (except 3,842 78%
UK and Ireland)

UK 544 1%
us 388 8%
Ireland 75 2%
Total US/UK/Ireland 1,008 21%
Australia 39 1%
Hong Kong 14 0%
Total 4,903 100%

Personnel development and recruitment

Systems regards competence development as one
of the mostimportant tasks in order to achieve long-
term growth and profitability. Accordingly, Systems
has each year since 2001, run its own management-
training programme. During 2005, 24 managers
participated. The training programme is lead by

the group management who thereby gets a good
picture of Systems' future leadership candidates.

A corresponding programme for managers at lower
levels is conducted locally in @ number of Systems’
subsidiaries. The ongoing specialization and cus-
tomer segmentation process requires a significant
stream of managers and management material that
can assume responsibility for new projects. Conse-
quently, a process is continuously underway in all
companies to nurture those who display a wish to
take responsibility and a desire 1o take part in the
development of the operations.
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Systems aims for an entrepreneurial organization
with stream-lined decision-making processes, clear
responsibility and a clear customer focus at all levels.
Fewer traditional sales pecple and more responsible
managers with a clear emphasis on selected cus-
tomer segments, as well as building up of know-
ledge creates attractive security solutions.

The formation of Systems as an independent
company is expected to facilitate the recruitment
of competent employees as the listing will lead to
increased attention and focus on Systems' cpera-
tions. The company has identified that it needs
above all, to recruit driven entrepreneurial employ-
ees who can contribute to the continued develop-
ment of Systems. It is important for Systems to be
an interesting company with innavative solutions
within security systems as a core business concept
in order to attract young entrepreneurial technicians.




History

Systems' business has its roots in the technical oper-
ations that Securitas has carried on ever since the
1950's and 60's, originally as support for security
guard operations in the form of reporting systems
and smaller alarms etc. The operation like many of
the companies that were acquired within Securitas,
has gained more and more of its own external cus-
tomers based on the knowledge and experience that

Operations

has been built up within security solutions. The pro-
portion of security guard related operations within
Systems has consequently fallen and in the various
companies, constitutes less than, or considerably
less than, 10 percent of the companies’ turnover and
is non-existent in the companies acquired by
Systems in recent years.




Operations

Trends and future prospects

The folfowing section contains forward-fooking state-
ments that are based on present assumptions and
estimations that are made by Systems' management
concerning future events and circumstances.
Systems actual result could differ significantly from
that expressed or assumed in the forward-looking
statements owing to different reasons, including but
not limited to the risks that were mentioned under,
“Risk factors".

Products and services

Systems sees a number of trends that could affect
demand for the Group's services and products.
These include increased outsourcing and globalisa-
tion, which increase the need for systems integrators
with larger customers total security needs in the cen-
ter. Increased complexity and technological prog-
ress are alsc expected to drive up demand for the
type of specialized and customized service that
Systems offers. Systems even sees the tolal service
content in Systems’ customer offering being
expanded, in order to keep pace with the continued
specialization within various customer segments.

Prices :

High technology security systems generally have the
same price development over time as other high
technology system solutions. This means that pro-
duct prices fall but that increased functionality coun-
terbalances the general price decline. In the case of
the service portfolio that Systems offers, the prices
are expected to rise, since a specialised and cus-
tomized offering represents added value for the cus-
tomers with high security requirements that Systems
works with, The large international organizations with
high security requirements, are only expected to be
interested in outsourcing important security func-
tions to established, international and specialised
players such as Systems.
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Costs

Systems’ total costs are expected to grow at approx-
imately the same rate as Systems' organic sales
growth. In a number of countries, Systems is plan-
ning for concentrated efforts that are intended to
secure continued high competitiveness within priori-
tised customer segments. It is assessed that these
investments may be largely financed by means of
freeing up resources from other parts of the Systems
Group. Part of the total cost increase pertains to the
fact that Systems as a future listed company has
built up a numbber of significant Group functions on
its own.

Trends and important changes since the close of
the second quarter 2006

In conjunction with the formation of the new Group,
Systems will be capitalised in accordance with the
section,"Pro forma accounis” on page 38. As part of
the capitalisation, Systems has received advance
commitments of MSEK 3,000 in total, in accordance
with what is described in the section,”Shareholders’
equity, indebtedness and other financial information”
on page 44. In other respects, no significant
changes have occurred since the end of the second
quarter 2006 concerning the Systems Group's finan-
cial position or position on the market.
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Condensed financial information and comments on the financial trend

Condensed financial information and
comments on the financial trend

As supplementary information to the section “Securitas Systems AB's financial statements”, (see page
94) this section provides selected historical financial information for the period 2003-2005, based on
the segment information which Securitas has reported for the Systems division. The segment infor-
mation is not based on fegal group accounts but consist of a compilation of the operating income and
net assets, which have been included in the Systems business area within Securitas. For financial
information for the first half-year 2005 and the first half-year 2006, refer to the section “Interim
report [anuary-june 2006",

Segment information from the Securitas Annual Report
At Securitas, the segments are responsible for operating income and net assets that are used in their respec-
tive operations. Net financial income and taxes as well as net borrowing, deferred tax and shareholders’ equity
have not been reported per segment. Securitas applies the international accounting principles, International
Financial Reporting Standards (IFRS) as of 1 January 2005. 1 January 2004 is the date set for Securitas transi-
tion to IFRS. The comparative data for 2004 has been restated according to these principles. For 2003, the
Annual Accounts Act and the Swedish Financial Accounting Standards Council's recommendations are
applied.

The transition to IFRS affected the operating income after amortization positively for the year 2004 by
MSEK 123, of which MSEK 126 was constituted by reversed amortization of goodwill. In the balance sheet,
goodwill increased by MSEK 70 and other intangible assets by MSEK 208.

Income statements for the Systems segment in summary

MSEK 2005 2004 2003
Total sales 5,798 4,724 4,026
Organic sales growth, % 6 1 5
Operating income before amortization 669 554 434
Operating margin, % 11.5 11.7 10.8
Goodwill amortization/amortization of acquisition related intangible assels -16 -9 -59
Acquisition refated restructuring costs -34 -3 -
Operating income after amortization 619 542 375

Balance sheets for the Systems segment in summary

MSEK 2005 2004 2003
Operating fixed assets 355 312 367
Accounts receivable 1471 1,117 889
Other assets 606 488 348
Other liabilities 1,533 1,342 201
Total operating capital employed 898 575 703
Goodwill 2,424 1,936 358
Acaquisition refated intangibie assets 224 208 -
Total capital employed 3,547 2,719 1,061
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Condensed financial information and comments on the financial trend

Cash flow statement in summary

MSEK 2008 2004 2003
Operating income before amortization 669 554 434
Investments in fixed assets -147 -118 -98
Reversal of depreciation 123 106 95
Change in operaling capital employed -182 128 37
Operating cash flow 463 670 468
Key ratios

MSEK 2005 2004 2003
Sales growth (%) 22.7 17.3 106
Operating margin (%) 115 11.7 10.8
Return on capital employed, % 19 20 41
Capital expenditure as a % of sales 2.5 2.5 24
Depreciation as a % of sales 2.1 2.2 24
Operating capital employed as a % of sales 15 11 17
Operating cash flow (% of operating income before amortization) 69 121 108
Definitions

Sales growth. Percentage increase in sales compared wilh the previous financial year.

Organic sales growth: Sales for the year adjusted for acquisitions/divestments and exchange rate fluctuations

as a percentage of the previous years total sales adjusted for divestitures.

Operating income before amortization. Operating income before amortization on acquisition rejated intangible assets and acquisi-
tion related restructuring costs but after depreciation and amortization on tangible assets
and other intangible assets.

Qperating margin: Operating income before amortization as a percentage share of total sales,
Investments: Total invesiments in fixed assels during the year.

Depreciation: Total depreciation during the year (tangibie and intangible asssts).

Return on capital employed: Operating income before amortization as a percentage share of capital employed.
Capital employed: Non interest-bearing fixed and current assets with a deduction for non interest-bearing

long-term and short-term liabilities.

Operating capital employed: Capital employed with a deduction for goodwill, acquisition related intangible fixed assets
and participations in associated companies.

Operating capital employed Operating capitat employed as a percentage of total sales adjusted for full-year sales of
as a % of sales: acquisitions.
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Comments on the performance

2005 in comparison with 2004 (IFRS)

Total sales amounted to MSEK 5,798 compared with
MSEK 4,724 in 2004, an increase of 22.7 percent.
The acquisition of Hamilton Pacific and Wornall Elec-
tronics in the US as well as ESES in Spain contrib-
uted to an increase in sales of MSEK 248. Exchange
rate fluctuations affected the sales positively by
approximately MSEK 120, The organic sales growth
amounted to 6 percent. The increase was chiefly
attributable to the concentrated effort within the
retail area that took place during the year.

Operating income

The operating income before amortization increased
to MSEK 669 from MSEK 554 in 2004, an increase of
20.7 percent. The operating margin decreased from
11.7 percent to 11.5 percent. The decrease was due
principally to the fact that the acquired operations in
the UK and Ireland, and to certain extent in the US,
had a lower margin than what the established opera-
tions in the rest of Europe. The operating income
after amortization increased to MSEK 619 from
MSEK 542 in 2005, an increase of 14.2 percent.

Capital employed

Net assets amounted in total as at 31 December
2005 to MSEK 3,547 compared with MSEK 2,719 as
at 31 December 2004. The difference is mainly due
to an increase in accounts receivable (see below
under operational cash flow) and an increase in
goodwill, mainly as a consequence of the acquisi-
tion of Hamilton Pacific in the US .

Investments

investments in tangibie fixed assets amounted to
MSEK 147 in 2005 compared with MSEK 118 in
2004. Investments have taken place in approximately
the same relation to turnover within all of the coun-
tries where Systems operates. The investments have
been made in order to develop existing and new ser-
vices to prioritised customer segments. The invest-
ments corresponded to 2.5 percent of net sales, the
same proportion as 2004.

Operating cash flow

The operating cash flow amounted to MSEK 463 in
2005 compared with MSEK 670 in 2004. The differ-
ence is mainly due to an increase in working capital
compared with the closing balance of 2004, as a
conseqguence of the fact that certain major customer
payments were not received until after the year-end.
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2004 (IFRS) in comparison with 2003 (RR)

Total sales

Total sales amounted to MSEK 4,724 compared with
MSEK 4,026 in 2003, anincrease of 17.3 percent.
The acquisition of Eurotelis (France}, Belt (mainly UK
and Ireland) as well as Struck & Partner (Germany)
contributed to an increase in sales of MSEK 674.
Fluctuations in exchange rates impacted turnover
negatively by approximately MSEK 55. Organic sales
growth amounted to 1 percent. The relatively low
organic sales growth during the year may be
explained principally by the fact that several large
countries worked on rearranging the organization

in order to concentrate on cultivating selected cus-
tomer segments, while at the same time, two targe
acquisitions (Bell and Eurotelis) were also integrated.

Operating income

Operating income before amortization increased
from MSEK 434 to MSEK 554. The operating margin
increased from 10.8 percent to 11.7 percent. The rise
was mainly altributable to the continuing increase in
profitin the US, as well as generally to the continuing
work on specialising operations within a number of
chosen customer segments. The transition to IFRS
affected the operating profit after amortization posi-
tively by MSEK 123, mainly due to reversed goodwil!
amortization. The operating profit after amortization
increased to MSEK 542 from MSEK 375 in 2003, an
increase of 44.5 percent,

Capital employed

Net assets amounted in total as of 31 December
2004 to MSEK 2,719 compared with MSEK 1,061 as
of 31 December 2003. The difference was due
mainly to goodwill pertaining to the acquisitions of
Bell and Eurotslis.

Investments

investments in tangible fixed assets amounted to
MSEK 118 in 2004 compared with MSEK 98 in 2003.
The somewhat increased rate of investment is
related to the investments made in order to develop
existing and new services to prioritised customer
segments. The investments corresponded to 2.5
percent of net sales, compared with 2.4 percent in
2003.

Operating cash flow

The operating cash flow amounted to MSEK 670 in
2004 compared with MSEK 468 in 2003. The differ-
ence is primarily explained by the improvement in
the operating profit of MSEK 167 compared with
2003.
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Seasonal variations

Systems has generally seen higher net sales and

margins during the final quarter of the year. This is

due to several factors:

B Many customers wish to have installations in
place before the closing of the books

B Many customers wait until late in the year before
taking investment decisians

R During the final guarter, the number of working
days is normally higher in most countries because
of fewer public holidays
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Sensitivity analysis

B A weakening of the Swedish currency against
Systems most important currencies by ten per-
centage would impact the operating profit posi-
tively by approximately MSEK 456 of which EUR,
MSEK 260, USD, MSEK 62 and GBR MSEK 60
(other currencies MSEK 74).

B A weakening of the Swedish currency by 10 per-
centage would impact Systems pro forma net
debt negatively by MSEK 145.

& Anincrease of the borrowing interest rate by one
percentage would decrease the profit before tax
by MSEK 6.7.
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Pro forma accounts

Pro forma accounts

General information regarding pro forma
accounting

Prior {o the distribution and listing of Systems, a
restructuring has been carried cut during 2005 and
2006 in order to form the new Systems Group. Sub-
sidiaries in the various countries have been trans-
ferred to Systems during the period from December
2005 to June 2006. Prior to the separation from
Securitas, Systems will utilize the credit facility that
has been secured from a number of banks, for other
financing of operations and to cover intra-group lia-
bilities and receivables. The pro forma accounting
below has been prepared in order to illustrate what
the Systems Group would have looked like, if the
Group had been formed and the capital structure
established as of 1 January 2005 for the income
statement pro forma for 2005.

Regarding the pro forma for the first half-year
20086 it has been assumed that the group was
formed and the capital structure established as of
1 January 2006 with regards to the income state-
ment pro forma and as of 30 June 2006 with regards
to the balance sheet pro forma.

Pro forma accounting is intended to describe a
hypothetical situation and has been created only for
ilustrative purposes in order to provide information
and highlight facts and is not intended to present
which financial position or which earnings that the
operation would actually have achieved, had the for-
mation of the group occurred during the reporting
period; nor is it intended to show an actual financial
position or the operation’s earnings for any future
period or time.

The pro forma accounting is based on Systems’
combined financial statements for 2005 and
Systems’ interim report for the period January--June
2006.

Combined financial statements

The formation of the legal Systems’ Group began
during the end of 2005 and was completed during
the second quarter of 2006 when Securitas Systems
AB, the parent company of the Group, acquired all
companies forming part of the Systems division as
they were reported by the Securitas Group. The
transfer of operations from Securitas to Systems

has taken place at the Securitas Group book value,
according to the so-called “predecessor basis”.
According to international accounting practice, the
financial statements for the new Systems Group shall
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be prepared in the form of so-called combined
financial statements as from 2006. This means that
all companies that were acquired by Securitas
Systems AB from Securitas during 2005 and 2006
are reported as if they were part of the Systems
Group from 1 January 2005 (the comparative
period).

The combined financial statements include his-
torical assets, liabilities, income and costs for the
operations, even if the amounts seen historically are
not allocated to the Systems division. The informa-
tion is based on the actual financial statements for
those operations in the Systems segment, within the
Securitas Group that will form part of the Systems’
Group.

The combined financial information differ from
the Condensed financial information for the
Systems segment, within the Securitas group on
pages 34-37 mainly according to the following:

At an operating result level, the difference con-
sists principally of the fact that a representative
share for Systems, of Securitas group-wide costs
is included in the combined financial statements
but is eliminated in the segment information.

B In the consolidated financial statements, actual
historical financing of the operations and the
effective tax rate are also included. This picture of
the financing as well as the effective tax rate is not
representative for how it will look for the Systems'
Group in the future.

The complete combined financial statements for
2005 with notes and comments are reported in
“Appendix to the Interim report January-June 2006:
combined financial statements 2005".

Accounting principles for

the Systems’ group

The pro forma accounting has been prepared in
accordance with the accounting principles that will
apply to the Systems Group as of 1 January 2008.
For a description of the accounting principles, refer
to page 82.

The accounting for all subsidiaries that are
included in the pro forma accounting is in accor-
dance with the International Financial Reperting
Standards (IFRS).




Adjustments and assumptions

Adjustments to the profit and loss statement

B MSEK +32 Jan-June 2006 and MSEK +73.3
Jan-Dec 2005 relates to lower management fees
to Securitas (central costs for central functions
that are allocated to all group companies)

B MSEK -10 Jan—June 2006 and MSEK -68
Jan--Dec 2005 relates to parent company costs
(the personnel that has been transfered from
Securitas and the persocnnel that has been hired
for functions required in a separate company.

B MSEK -6 Jan-June 2006 and MSEK -11.3 relates
to the licence fee for brand and trademark of 0.2
percent of sales that Systems will pay to
Securitas.

B The Group's cost for loan financing for 2005 has
been based on the estimated capital structure,
which as at 31 December 2005, imply net liabili-
ties amounting to MSEK 1,400. Interest expenses
have been calculated at an average interest level
of approximately 4 percent, which is based on the
actual interest expenses and outstanding
advance commitments. The actual interest
expenses for the first half-year 2006 are based on
net liabilities prior to the final capita! contribution
from Securitas AB being received. Adjustment in
the pro forma has been made for capital contribu-
tions of approximately MSEK 1,100 which will be
utilized in order to reduce net liabilities as at 30
June 2008. Interest expenses have been calcu-
lated based on an adjusted loan portfolio that is
hedged in accordance with the established
finance policy with an average interest rate of
approximately 4.5 percent for the first half year
2006.

M Pro forma taxes have been based on an assump-
tion of an average tax rate for the new Group of
30 percent for 2005 and 32 percent for 2006. The
tax rate is calculated based on the local tax rate in
the countries where the Systems group operates,
weighted in relation to the group’s operating profit.

Pro forma accounts

Balance sheets adjustments

Systems will be capitalized with an unconditional
shareholders’ contribution of MSEK 1,100, for which
adjustments have been made by means of increase
of shareholders’ equity and reduction of interest-
bearing current liabilities.

Miscellaneous

Transactions with related parties

Related parties for Systems, include other compa-
nies within the Systems division in the Securitas
group, as well as other companies within the
Securitas group and alsc members of the Board

of Directors and other management, All transactions
with related parties are conducted on strictly com-
mercial terms.

In conjunction with the formation of the legal
structure for the Systems group, transactions have
taken place at values that deviate from market val-
ues. In the Systems group’s consclidated accounts,
these transactions will not affect the reporting when
the Group takes over the Securitas group's consoli-
dation value of the acquired assets and liabilities,
including goodwill.
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Income statements

Jan-June 2006 Jan-Dec 2005
Combined Combined

MSEK financial statements Adjustments” Pro forma financial statements Adjustments" Pro forma
Total sales 3,011.8 3.011.8 5,805.0 5,805.0
Organic sales growth 7 7 6 €
Production costs -1,908.0 ~1,908.0 -3,658.0 -3,658.0
Gross income 1,103.8 1,103.8 2,147.0 2,147.0
Selling and administrative expenses -872.8 16.0 -856.8 -1,5634 -6.0 -1,568.4
QOperating income/loss after amortization 231.0 16.0 247.0 533.6 -6.0 587.6
Financial income and expenses ~-56.2 23.1 -32.1 -78.6 20.0 -58.6
income before tax 175.8 38.1 214.9 516.0 14.0 529.0
Tax expense -57.4 -11.3 -68.7 -154.8 -3.5 -158.3
Net income for the period 118.4 27.8 146.2 360.2 10.5 370.7
Whereof is altributable to:
Shareholders in the parent company 117.7 278 145.5 359.4 10.5 369.9
Minority share 0.7 - 0.7 0.8 - 0.8

118.4 - 146.2 360.2 - 370.7
Pro forma adjustments Jan-June 2006 Jan-Dec 2005
Management fee 32.0 733
Parent company costs -10.0 -68.0
Licence fee -6.0 -11.3
Sales and administration costs 16.0 -6.0
Financial costs : 23.1 ¥ 20.0
Tax expenses ~-11.3 -3.5
Total pro forma adjustments 27.8 10.5
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Balance sheets
Jan—June 2006

Combined
MSEK financial statements Adjustments Pro forma
ASSETS
Fixed assets
Goodwil 2,406.8 - 2,406.8
Acquisition related intangible assets 212.1 - 2121
Other intangible fixed assets 53.7 - 53.7
Tangible fixed assets 322.5 ~ 3225
Non interest bearing financial fixed assets 42.3 ~ 42.3
Interest bearing financial fixed assets 1.0 - 1.0
Total fixed assets 3,038.4 ~ 3,038.4
Current assets
Non interest bearing current assets 2,04986 ~ 2,049.6
Other interest bearing current assets 138.4 - 138.4
Liquid funds 293.9 ~ 2939
Total current assets 2,481.9 ~ 2,481.9
TOTAL ASSETS 5,520.3 - 5,520.3
EQUITY AND LIABILITIES
Equity
Attributable 1o the parent company's shareholders 934.4 1,110.0 2,044.4
Minority interests 10.1 - 10.1
Total equity 944.5 1,110.0 2,054.5
Long-term liabilities
Non interest bearing long-term fiabilities 0.1 - 01
Interest bearing leng-term liabilities 55 - 5.5
Non interest bearing provisions 166.0 - 166.0
Total long-term liabilities 171.6 - 171.6
Current liabilities
Non interest bearing current liabilities 1,491.0 - 1.491.0
Interest bearing current iabilities 2,913.2 -1,110.0 1,803.2
Total current liabilities 4,404.2 -1,110.0 3,294.2
TOTAL EQUITY AND LIABILITIES 5,520.3 0.0 5,520.3
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Equity ratio.
Net debt:
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Operaling income before amortization:

Operating margin before amortization:

Key ratios
Jan-June 2006 June-Dec 2005

Combined Combined
MSEK financial statements  Pro forma . financial statements  Pro forma
Operating income before amortization 2628 268.9 643.5 637.5
Operating margin before amortization, {%} 84 8.9 111 11.0
Equity ratio (%) 171 372 - -
Net debt 2,485.4 1.375.4 - -
Definitions

Operating income before amaortization on acquisition related intangible assets and acquisi-
tion related restructuring costs but after amortization and depreciation on tangible assets
and other intangible assets.

Cperating income before amortization as a percentage share of total sales.
Shareholders’ equity as a percentage share of total assets.

Long and short-term interest-bearing loan liabilities with a deduction for interest-bearing
fixed and current assets.



Pro forma accounts

Auditor’'s report regarding the pro forma financial statements

To the Board of Directors of Securitas Systems AB (publ)

We have reviewed the pro forma financial statements presented on pages 38-42 in Securitas
Systems AB's prospectus dated 5 September 2008.

The pro forma financial statements have been prepared only for the purpose of providing
information on the manner in which a restructuring within the Securitas Group and the formation of
the Securitas Systems Group could have affected the consolidated balance sheet for Securitas
Systems AB as per 30 June 2006 and the consolidated income statement for Securitas Systems
AB for the first half of 2006 and for financial year 2005.

The Board of Directors’ and Managing Director’s responsibility

The preparation of the pro forma financial statements in accordance with the requirements of the
Prospective Directive 809/2004/EC is the respansibility of the Board of Directors and Managing
Director.

Auditor's responsibility

Our responsibility is to express an opinion in accordance with Appendix i1, point 7 of the Prospec-
tive Directive 809/2004/EC. We have no obligation to pravide any other opinion regarding the pro
forma financial statements or any of their components. We take no responsibility for the financial
information used in compiling the pro forma financial statements cther than the responsibility we
have for the auditor's reports regarding historical financial information we submitted previously.

Work performed

We performed our work in accordance with draft recommendation RevR &, Prospectus auditing,
issued by FAR, the institute for the accounting profession in Sweden. Our work has primarily com-
prised the comparison of the non-adjusted financial information with existing historical financial
information, assessment of the documentation for the pro forma adjustments and discussing the
pro forma financial statements with company management. Our work did not include an audit of
the underlying financial information.

We planned and conducted our work in order to abtain the information and explanations we
deemed necessary to obtaining a high, but not absolute, degree of assurance that the pro forma
financial statements were prepared in accordance with the circumstances stated on pages
38-39.

As the pro forma financial statements constitute a hypothetical situation and therefore do not
describe the company's actual results, we cannot express an opinion as to whether the actual
result would have been in agreement with the contents of the pro forma financial statements.
Variances can prove 10 be significant.

Statement
It is our opinion that the pro forma financial statements were prepared in accordance with the
circumstances stated on pages 38-39 and in accordance with the accounting principles applied
by the company.

Stockholm, 5 September 2006

PricewaterhouseCoopers AB

Kerstin Moberg
Authorized public accountant

43



Shareholders’ equity, indebtedness and other financial information

Shareholders’ equity, indebtedness and
other financial information

Shareholders’ equity and indebtedness
System's capitalization as at 30 June 2008 is pre-
sented below. For an assessment of the capitalization
of the Systems Group currently being formed, as at
30 June 2008, and on the basis that Systems would
have been capitalised similar o the capitalisation to
be achieved in connection with the distribution from
Securitas, refer to the section on the pro forma
accounts.

MSEK 30 June 2006
Equity 944.5
Total 944.5
Long term liabilities

Non interest long-term bearing 0.1
Interest bearing 5.5
Non interest bearing provisions 166.0
Total long term liabilities 171.6
Short term liabilities

Non interes! bearing 1,491.0
Interest bearing 29132
Totat short-term liabilities 4,404.2
Total capitalization 5,520.3

Net debt

Below Systems' net debt is reported as of 30 June
2006. For an assessment of the manner in which the
net debt for the Systems Group now being formed,
would have looked as of 30 June 20086, refer to the
section on pro forma accounting.

MSEK 30 June 2006
Interest-bearing assets

Interest-bearing financial fixed assets 1.0
Other interest-bearing current assets 138.4
Liguid funds 2939
Total interest-bearing assets 433.3

Interest-bearing liabilities
Interest-bearing long-term fiabilities 5.5

Interest-bearing current liabilities 2,913.2
Total long-term liabilities 2,918.7
Net debt 2,485.4

Systems did not have any indirect indebtedness
and/or any contingent liabilities,

Presentation of working capital

Systems' requirement of working capital and loan
financing is based on the Group's growth, operating
cash flow and tied up capital. Historically, Systems
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has experienced stronger growth during the fourth
quarter, generating substantial cash flow during the
first quarter of the following year.

With the aim of securing the ongoing working
capital needs in the subsidiary companies and the
financing of the Group's expansion/growth, a credit
facility amounting to MSEK 3,000 has been entered
into with two Nordic banks.

This credit facility runs for five years with a possi-
bility of extension for two years. The facility runs sub-
jectto a floating interest rate but will be hedged in
accordance with the established pclicy of the Board
of Directers, in order to ensure an acceptable level
of interest. The credit facility is conditional upcn,
among other things, that Systems fulfills certain key
financial ratios and undertakings as regards the
Group's net debt in relation to operating profit before
financial items, tax, depreciation and write-downs
(EBITDA). See further “Legal matters and supple-
mentary information”, page 69.

it is the Board of Director's assessment, that the
above credit facility of MSEK 3,000, is fully sufficient
to meet the Group's current working capital and
financing needs.

Treasury policy
The Board of Directors for Systems has established
a treasury policy specifying the Group’s common
rules, organization and mandate regarding general
financial activities. The palicy also states the overall
strategy and management of financial risk exposure
and cash management.

Systems is primarily exposed to the following
financial risks:
B Liquidity risk
& Interest rate risk
# Financing risk
¥ Foreign exchange rate risk
& Credit risk

The overall goal of the Group’s financial activities is
to support the operations by means of securing
funding and committed credit lines and effective
cash management both locally and centrally as well
as managing the financial risks exposure.

All external funding and management of the
group's financial risk exposure is centralized to
group treasury in Stockholm.

Liquidity risk

Liquidity risk is defined as the risk that the Group
does not have sufficient liquid funds in order to
maintain normal operations. The Group's short-term




liquidity needs are secured by a defined strategic
liquidity reserve consisting of cash, bank deposits,
short-term investments and unutilized paortions of
existing commited credit facilities. Group Treasury is
responsible for follow up and monitoring at a Group
level. :

Funding

External funding is primarily raised by Group Trea-
sury in order to ensure efficiency and risk control.
Borrowings are generally raised by the parent com-
pany and the funding needs of the subsidiaries are
managed through intra-group toans or through capi-
tal contributions. The subsidiaries’ short-term capital
needs are primarily managed through the Group's
cash pool structure. Funding in foreign currency
may only take place with the aim of securing the
Group's net investments in foreign subsidiaries or in
order to obtain favorable loan conditions. According
to the established treasury policy, derivative instru-
ments may only be used to obtaining desired level of
the Group's total risk exposure.

Interest risk relating to long-term borrowing
Interest rate risk is defined as the risk that changes
in interest rate levels may have a negative effect on
the group's income statement. In accordance with
the Group's treasury policy, the average interest
duration in the Group's net debt portfolio may not
exceed 12 months. Group Treasury, with the support
of the deviation mandate, may deviate from this
norm in order to obtain a desired total risk level.
Derivative instruments are used in order to manage
the interest rate and foreign exchange rate risks,
which arise from funding.

Refinancing risk

Refinancing risk is defined as the risk that the Group
does not have the ability to raise funds without delay
or at a significantly increased cost. The Group's trea-
sury policy determines cutstanding loans and com-
mitted credit facilities maturity structure as well as
the proportion of the total loan portfolio that may
mature within 12 months, with the aim of minimizing
the need of refinancing.

Foreign exchange risk

Foreign exchange risk is defined as the risk that
exchange rate fluctuations may have a negative
impact on the Group’'s future cash flow and income
statements. Systems is exposed to foreign exchange
rate risk due to procurement and sales in foreign cur-
rencies as well as on translation of foreign subsidiar-
ies’ balance sheets and income statements. Deriva-
tive instruments are used in order o manage foreign
exchange rate risk arising through commercial and
financial cash flows as well as in order to manage the
net exposure subsidiaries.

Transaction exposure
Systems’ transaction exposure arising from commer-
cial cash flows between countries within different

Shareholders’ equily, indebtedness and other financial information

currency areas is very limited. Transaction exposure
is however hedged by foreign exchange derivative
instruments in accordance with the established pol-
icy. The transaction exposure is mainly related to to
USD, EUR and GBP

The Group's financial transaction exposure arises
from financial transactions (funding) in foreign cur-
rency and these flows should be hedged in accord-
nace to the treasury policy.

Translation exposure (net investments)
Systems is exposed to transiation risk due to
exchange rate fluctuations when the Group's foreign
subsidiaries' balance sheets and income statements
are translated to SEK. In line with the established
policy, translation exposure arising from translation
of the foreign subsidiaries income statement is not
hedged. The translation exposure related to the for-
eign subsidiaries’ balance sheets (net investments)
are not hedged according to the policy. The CFO
may however, supported by a deviation mandate,
decide to hedge this exposure by loans in foreign
currency or foreign exchange derivative instrument.
The foreign subsidiaries assets, less deductions
for liabilities, constitute a net investment in foreign
currency, which on consolidation gives rise to a
translation difference. In order to limit the effects on
the Group's equity, and thereby the Group's capital
structure, Systems strives to achieve a balance
between net debt and equity in the respective sub-
sidiaries. Hedging of netinvestments at a Group
level takes place at the Swedish parent company.

Credit risk

Credit risk is defined as the risk that one or some of
the Group's counterparties, both financial and com-
mercial, cannot fulfill their obligations or provide cor-
responding security. Systems is exposed to both
credit risk in accounts receivable and credit risk in
financial receivables (mainly derivative instruments).

Credit risk in accounts receivable

The Group has an established credit policy of cus-
tomer credits which gives guidance in arder to com-
mercial agreements. The policy establishes credit
ratings, credit limits and decision-making levels with
the aim of ensuring that agreements are only drawn
up with creditworthy customers. Systems has no
concentration of credit risk in relation to any specific
customer, market or country.

Financial credit risk

Established treasury policy includes credit policy
and prescribes the management and rating of finan-
cial counterparties. With the aim of limiting credit
risk, only banks and financial counterparties with
high official rankings shall be used. ISDA agree-
ments and individual counterparty limits shall always
be established prior to entering into derivative trans-
actions with any counterparty.
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Interim Report January-june 2006

“Continued good organic sales growth and stable profit trend”

W Sales during the first half-year increased to
MSEK 3,012 (2,704). Sales growth, adjusted for
changes in exchange rates, acquisitions and
disposals amounted to 7 percent (6). Sales for the
second quarter increased to MSEK 1,540 (1,445).
Sales growth, adjusted for changes in exchange
rates, acquisitions and disposals amounted to
4 percent (7).

& During the first half-year, the operating income
after amortization increased by 2 percent to
MSEK 231 (221), adjusted for changes in
exchange rates. The operating margin was
7.7 percent {8.2). The operating income after
amortization for the second guarter increased by
2 percent to MSEK 129 (127), adjusted for
changes in exchange rates. The operating margin
was 8.3 percent (8.8).

@ The income before tax decreased during the
first half-year by 8 percent to MSEK 176 (188),
adjusted for changes in exchange rates. The
income before tax in the second quarter
decreased by 5 percent to MSEK 102 (109),
adjusted for changes in exchange rates.

# Net income during the first half-year decreased
by 9 percent to MSEK 118 (130). During the
second quarter, netincome decreased by 11 per-
cent to MSEK 88 (77).

@ Earnings per share decreased by 11 percent to
SEK 0.32 (0.36) during the first half-year. During
the second quarter, earnings per share
decreased by 14 percent to SEK 0.18 (0.21).

B The company's preparations for a listing on the
Stockholm Stock Exchange's O-list during
September 2006 are continuing according to
plan.

Comments by the President Juan Valiejo

“Organic sales growth continued to be good during the period, but moderated during the second quarter
mainly due to a temporary downturn in instaliation sales. The ongoing stock exchange listing process is an
important step in Systems strategic development towards becoming a world-leading systems integrator within
security, but in the short-term means extra costs, which have affected the earnings for the period. Two acquisi-
tions have been made during the period, in Belgium and in the US (Florida).”
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Income statement in summary
Jan-Jun Apr-Jun

MSEK 2006 Change, % 2008 2005 Change, %
Total sales 30118 2,704.0 1" 1,540.4 14454 7
Organic sales growth., %" 7 6 4 7
Operating income before amortization 252.9 2617 133.8 149.8
Operating margin belore amortization, % 8.4 9.3 8.7 10.4
Operating income after amortization 2310 2212 128.8 127.2
Operating margin afler amortizalion, % 7.7 8.2 8.3 8.8
Income before tax 175.8 185.7 101.5 108.7
Netincome 1184 130.0 67.9 76.5
Earnings per share, SEK 0.32 0.36 0.18 0.21
1) Adjusted for changes in exchange rates, acquisitions ang disposals
Organic sales growth and operating margin development
Jan—Jun 2006

Organic Operating Change Operating-  Operating margin
MSEK sales growth, % " income® operating income, % margin, %% change”
US/UK/Ireland 8 37 7 4.9 -1.2
Europe? [3] 266 9 12.0 06
The Group 7 2583 [¢] 8.4 -0.9
Apr-Jun 2006

Organic Operating Change Operating-  Operating margin
MSEK sales growth, % " income? operating income, %% margin, % change¥
US/UK/lreland 8 22 3 5.5 -1.6
Europe? 2 138 -4 12.2 -0.5
The Group 4 134 -10 8.7 -1.7
1) Adjusted for changes in exchange rates
2) Excluding UK and Ireland
3) Before amortization on acquisition related intangible assets and acquisition related restructuring costs but after depreciation and amortization on tangible

assets and other intangible assets.

Market

Continued good demand during the start of the year
During the period, growth has generally continued to
be good especially in the major European countries
and in the US. In the second quarter, growth has
however been adversely affected by a temporary
downturn in instaliation sales in Sweden.

Sales and earnings

The Group January - June 2006

The organic sales growth continued to improve and
increased during the first half-year to 7 percent (6).
The improved growth rate compared with 2005 is
primarily due to a continued strong inflow of orders.
The operating income before amortization amounted
to MSEK 252.9 (251.7), which adjusted for changes
in exchange rates is unchanged. The operating mar-
gin before amortization amounted to 8.4 percent
(9.3). The lower than average (compared with the
group) operating margin in Hamilton Pacific (US)

and additional expenses for the stock exchange list-
ing project of Systems has affected the operating
margin before amortization negatively during the
period by 0.6 percentage points.

The operating inceme after amortization
amounted to MSEK 231.0 (221.2), which adjusted for
changes in exchange rates corresponds to an
increase of 2 percent. The operating margin
amounted to 7.7 percent (8.2). Acquisition related
restructuring expenses amounted to MSEK 13.6 and
principally relate to Hamilton Pacific.

The Group April - June 2006

The organic sales growth weakened and amounted
to 4 percent (7) during the second guarter. The
weakened growth rate in the quarter compared with
2005 is principally due to a downturn in the rate of
installations. Inflow of new orders continues, how-
ever, to be strong.
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The operating income before amortization
amounted to 133.8 m (149.8). The operating margin
before amortization amounted to 8.7 percent (10.4).
The underlying operating margin development is sta-
ble, though pressed by expenses for the impending
stock exchange fisting of Systems as expected dur-
ing the second quarter compared with the first quar-
ter. Further, the operating margin was also affected
by the acquisition of Hamilton Pacific (US), which
was carried out at the end of 2005. Hamilton Pacific
is still under restructuring according to plan.

Operating resutt after amortization amcunted to
MSEK 128.6 {(127.2). The operating margin
amounted to 8.3 percent (8.8).

Development in the Group's segment

Systems’ operations are divided into two different
segments since 1 January 2006, where the US, UK
and Ireland make up one segment and Europe the
other. The two segments display similar structures
with regard to customer compesition but differ
regarding for example market structure and regula-
tions.

US/UK/Ireland

MSEK Jan-Jun 2006 Jan-Jun 2005 Apr-Jun 2006 Apr—Jun 2005 Jan-Dec 2005
Total sales 768 570 406 305 1317
Organic sales growth, %" 8 20 8 26 10
Operating income before amortization 37 35 22 22 93
Operating margin before amoertization, % 4.9 6.1 55 7.1 7.1
Operating income after amortization 21 31 20 20 82
Operating capital employed 282 208 264
Operating capital employed as % of sales 17 13 16
Total capital employed 1,703 1,447 1,708

1) Adjusted for changes in exchange rates, acquisiions anc aisposals

Systems’ strategy is to build a strong platform for
existing and new customers within the banking sec-
tor in the Anglo-Saxon world, The market in the US
and the UK market display major similarities and
many companies have operations in both countries,
since the language, among other things is a facilitat-
ing factor. The American market lacks really large
national players. The major product companies there
are, more often than not, account for a large part of
the sales activities to the end customer, who then
gets the installation performed by the locally present
company, a structure that is also found in the UK for
these companies.

January - June 2006

The crganic sales growth increased by 8 percent to
MSEK 768 (570), while at the same time, the operat-
ing income before amortization increased by 7 per-
cent, adjusted for currency effects, to MSEK 37 (35).
The operating margin before amortization amounted
to 4.9 percent (6.1).The operating margin was
affected negatively by the acquisition of Hamilton
Pacific (US).
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The American company Premier Systems
Solutions, Inc. was consolidated from and including
1 Aprit 20086. The acquisition means that Systems
establishes a strong local presence in the attractive
Florida market.

The integration of Hamilton Pacific which was
acquired during 2005 is proceeding according to
plan. The work to integrate Hamilton Pacific and
Premier Systems Solutions respectively is estimated
to continue during the whole of 2006.

The underlying positive development in the
American operations continues with two-digit
organic sales growth and an increase of the yearly
operating profit that is above average for Systems.

For the portion of the operations in the segment
that are not focused on banking security, a develop-
ment and customer segment specialization pro-
gramme is taking place similar to the one in the
Europe segment (see further below).

April - June 2006

The organic sales growth increased by 8 percent to
MSEK 406 (305), while at the same time, the operat-
ing profit was unchanged at MSEK 22. The operating
margin before amortization amounted to 5.5 percent
(7.1).
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Europe?

MSEK Jan-Jun 2006 Jan-Jun 2005 Apr-Jun 2006 Apr-Jun 2005 Jan-Dsc 2005
Total sales 2,222 2,118 1,125 1,133 4,449
QOrganic sales growth, %" 6 5 2 7 5
Operating income before amorlization 266 242 138 144 607
Operating margin before amorlization, % 12.0 114 12.2 12.7 13.7
Operaling income after amortization 261 216 135 124 568
Operating capitat employed 681 503 596
Operating capilal employed as % of sales 14 11 13
Tota! capital employed 1,804 1,651 1,740
1} Adjustec for changes in exchange rates, acquisitions and dispasals

2) Except UK and Ireland since 01-01-2006

Within the Europe segment, Systems' offering to dif- Cash flow

ferent customer segments with high security needs
is continuausly being refined. At present, the focus,
besides on banks, is primarily on retail chains and
fire protection. Further areas where there are high
and international security needs are e.g. logistics
companies, telecommunication companies, energy
comparnies, biotechnology companies as well as the
automotive sector.

January - June 2006

The organic sales growth increased by 6 percent to
MSEK 2,222 (2,118}, while at the same time, the
operating income increased by 9 percent to MSEK
266 (242). The operating margin befare amortization
amounted to 12.0 percent (11.4).

A minor acquisition, Elmaco in Belgium, has
been carried out during the period. The integration
of the company has proceeded according to plan.
The lower installation rate in the Nordic Countries
during the second quarter has had a certain
adverse affect on the half-year earnings. As a conse-
quence of the distribution of Securitas, certain minor
operations which operationally are attributable to
Securitas Direct, were sold to Securitas Direct,
which has affected sales in Sweden negatively.

April - June 2006

The organic sales growth increased during the sec-
ond quarter by 2 percent. Total sales decreased
however by MSEK 8 to MSEK 1,125 (1,133), mainly
due to a lower installation rate than expected. The
operating profit before amortization decreased by

4 percent to MSEK 138 (144) and the operating mar-
gin before amortization amounted to 12.2 percent
(12.7).

investments in fixed assets amounted to MSEK 115
(164) net during the period January-June. The cash
flow amounted to MSEK 61 (-253) during the same
period.

For the period April - June, investments in fixed
assets amounted to MSEK 101 (54) net. The cash
flow amounted ta MSEK -171 (-134) during the
same period.

Return on capital employed and capital employed
As at 30 June 2006

The Group's return on capital employed was 19 per-
cent (19). The Group's operational capital employed
amounted to MSEK 811 (481) corresponding to 13
percent (8) of sales adjusted for the acquisitions full-
year sales.

Acquisitions increased the Group's goodwill by
MSEK 35. Adjusted for negative translation differ-
ences of MSEK 66, the Group's total goodwill
amounted to MSEK 2,407 (2,439 as at 31 December
2005).

After amortization of MSEK 8 and negative trans-
lation differences of MSEK 7, the acquisition related
intangible fixed assets amounted to MSEK 212 (227
as at 31 December 2005).

The Group’s total capital employed amounted to
MSEK 3,430 (3,094 as at 31 December 2005).
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Financing and liquidity

The Group’s net indebtedness amounted to MSEK
2,485 (4,603 as at 31 December, 2005) and the
shareholders' equity amounted to MSEK 945
(1,509 as at 31 December, 2005). The decrease of
the net indebtedness and the increase of the share-
holders’ equity are due to the shareholders' contri-
bution received from Securitas AB ( see further
under parent company). The shareholders’ contri-
bution has been received for acquisition of compa-
nies on the formation of the legal Systems Group
prior to the coming listing.

Acquisitions
Acquisitions January- June 2006 (MSEK)

During July, after the close of the period,
Systems has signed a credit agreement, a so-called
Multicurrency Revolving Credit Facility, for MSEK
3,000 with Nordea Bank AB and SEB Merchant
Banking within Skandinaviska Enskilda Banken AB
as Mandated Lead Arrangers, with Nordea Bank AB
as Documentation Co-ordinator and with Skandi-
naviska Enskilda Banken AB as Facility Agent. The
loan facility is intended to cover the company's
ongoing financing needs and will constitute
Systems' principal loan facility.

The acquisition calculation is subject of final adjustment at the latest one year subsequent to the time of the

acquisition.
Acquisition
related
Included Annual  Acquisition Enterprise Good- intangible
Company Segment”  from and sales? price® value® will® assets
Opening balance 2,439 227
Elmaco, Belgium Europa 1Jan 11 5 5 2 -
Premier, US US/UK/r 1Apr 33 34 34 30 -
Other acquisitions 3 3 3 -
Total acquisitions/disposals January-June 2006 42 42 35 0
Amortization of acquisition
Related intangible fixed assets -8
Translation differences -66 -7
Closing balance 2,407 212

1) Concerns segment with main respensibility for the acquisition/disposat

2) Estimated annual sales at the time of the acquisition in SEK at the exchange rate at the time of the acquisition

3} Price paid to the seller
4) Acquisition price with addition of acquired ret indebiegness

5) Total increase of the Group's gocdwill including already existing goodwill in the acguired company

Elmaco, Belgium

in January 2006, Systems acquired NV im Belgium
Elmaco NV, one of Belgium's leading suppliers of
fire instaliations. Efmaco NV has lengthy experience
of supplying technological fire systems to the indus-
trial sector and government offices. The annual sales
amount 10 MSEK 11 and there are 9 employees. The
enterprise value (EV) of the acquisition amounts to
MSEK 5. The profitability in the company is good
which will contribute positively to Securitas Systems'
operating profit.

Premier Systems Solutions, US (FL)

Systems in the US acquired Premier Systems Solu-
tions, inc, the market leader in Tampa, Florida at the
start of April 2006. The company installs and main-
tains security systems in Tampa and other major
markets in Florida. Premier has forecast sales of
MSEK 33 (MUSD 4.5) for 2006 and 17 employees.
The enterprise value (EV) of the acquisition amounts
to MSEK 34 (MUSD 4.6).
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Other information

The Group's tax rate during the period amounted to
33 percent (30). For the full-year 2006, the tax rate is
estimated to be 32 (30) percent.

The Group's parent company has been staffed
during the first half-year prior to the planned stock
exchange listing in September 2008. Further, work
has been concluded on adapting the legal structure
s0 that all ownership of the operating companies is
brought together under Securitas Systems AB.

The listing process is continuing according to
plan and the prospectus is expected to be available
on 8 September 2006. After a resolution is passed at
Securitas AB's Extraordinary General Meeting that is
expected to be held on 25 September, Systems will
be listed on the Stockholm Stack Exchange's O-list
on 28 September.

In the section "Appendix to the Interim Report:
Combined financial statements 2005", the consoli-
dated financial statements for 2005 are reproduced
according to the predecessor basis together with
accounting principles and notes.
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The Parent Company

The total sales amounted to MSEK 57 during the
period. Earnings after net financial items amounted to
MSEK 37. Liquid funds amounted to MSEK 18. The
parent company has invested MSEK 2,428 in shares
in subsidiaries during the period. MSEK 0 has been
invested in equipment. Securitas Systems AB was
dormant from January to June 2005 and accordingly
no comparitive figures are stated. The shareholders’
contribution of MSEK 2,329 has been received from
Securitas AB during the period January to June 2006.
The decision has been taken in Securitas AB that a
further shareholders’ contribution of approximately
MSEK 1,100 shall be transferred to Securitas
Systems AB on 31 August 2006 at the latest.

Accounting principles

This Interim report has been prepared in accordance
with 1AS 34 interim Reperting and RR 31; Interim
Consolidated Reporting. The Parent Company com-
plies with the Annual Accounts Act and RR32 Report-
ing for legal entities.

The mest important accounting principles
according to IFRS, which constitute the accounting
standards in preparation of this Interim report, are
found in note 1 on page 82 below.

On 1 December 2005, Securitas Systems AB
acquired four companies included in the Securitas
Systems division as it was reported by Securitas,
from other companies within the Securitas AB Group.

Stockholm 21 August, 2006

Juan Vallejo
CEQ and President

1) See "Appendix ta the interim repart: Consolitated financial statements 2005”.

During the first half-year 2006, additional companies
were acquired from other companies within the
Securitas Group. In this way, a legal structure for
Securitas Systems was created equivalent to the
operational structure, like that repoarted by Securitas
AB. According to IFRS 3, this is a Busingss Combi-
nation that includes companies or operations under
common control. In the absence of specific rules
within IFRS regarding how such acquisitions shall be
reported, the Group has elected to report alt acquisi-
tions under common control at the value that was
previously reported in the Securitas Group. This
means that all companies that were acquired by
Securitas Systems AB during 2005 and 2006 are
reported as if they were inciuded in the Securitas
Systems Group from 1 January 2005 (the compara-
tive period), the so-called predecessor basis. In an
appendix to this Interim report, combined financial
statements for 2005 are reproduced according to
the predecessor basis together with accounting
principles and notes".

Securitas Systems applies IFRS 1 (The first time
IFRS has been applied) as the Group has not previ-
ously prepared consolidated accounts. The Group
applies the exemption according to [FRS 1 item 22 a,
which concerns accumulated translation differences
for foreign operations, which means that they are
reparted at zero on 1 January 2005

See the section "Appendix to the interim report:
combined financial statements 2005".
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Limited review report

We have performed a limited review of the interim report for Securitas Systems (pub!) for the period from Janu-
ary 1 to June 30, 2006. It is the company’s management that is responsible for accurately preparing and pre-
senting this interim report in accordance with IAS 34 and the Annual Accounts Act. Our responsibility it to
express an opinion on this interim report based on our review.

We have conducted our limited review in accordance with the Standard for limited reviews SOG 2410
Review of interim financial information conducted by the company's elected auditor issued by FAR, the Insti-
tute for the Accounting Profession in Sweden. A review consists of making requests, primarily to those per-
sons responsible for financial and accounting issues, performing an analytic review and taking other general
review measures. A limited review has a different focus and is considerably limited in scope, compared with
the focus and scope of an audit in accordance with the Auditing Standard in Sweden and generally accepted
auditing practices. The review measures that are taken during a limited review do not allow us to achieve such
certainty that we are aware of all important circumstances that would have been identified if an audit had
been conducted. The expressed opinion based on a limited review therefore does not have the same degree
of certainty as an expressed opinion based on an audit.

Based on our limited review, nc circumstances have emerged to give us reason to believe that this interim
Report does not, in material aspects, provide an accurate presentation in accordance with IAS 34 and the
Annual Accounts Act.

Stockholm, 21 August 2006
PricewaterhouseCoopers AB

Kerstin Moberg

For additional information contact:

Juan Vallejo, CEO and President, +46 8 657 7600
Peter Ragnarsson, CFO, +46 8 657 7600

Asa Larsson, investor Relations, +46 8 657 7433

Future reporting dates
Interim report for January-September 2006 will be submitted on 16 November 2006

Securitas Systems designs and installs complete and customised security solutions to targe and medium-
sized companies based on products within video surveillance, access control, burglary prevention and fire
protection. Around 60 percent of Systems’ turnover comes from new installations and approximately 40 per-
cent comes from sales of services such as maintenance, monitoring, alarm services and customer service
functions. The total annual sales amount to approximately MSEK 6,000, the Company has approximately
5,000 employees and operates in 13 European countries and in the US, Hong Kong and Australia. The
Company's market share amounts to 4 percent in Europe and 1 percent in the US. For more information,
see www.securitassystems.com
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Income statement

Jan-Jun Apr—Jun Jan-Dec
MSEK 2006 2005 2008 2005 2005
Total sales 3,011.8 2,704.0 1.540.4 1.445.4 5,805.0
Organic sales growth, % 7 6 4 7 6
Production expenses -1,908.0 -1,697.5 -977.8 -908.5 -3,658.0
Gross income 1.103.8 1,006.5 562.6 535.9 2,147.0
Seliing and administrative expenses -850.9 -754.8 ~428.8 ~386.1 ~1,503.5
Operating income before amortization 252.9 251.7 133.8 149.8 643.5
Operating margin before amortization, % 8.4 83 87 104 1.1
Amortization on acguisition related intangible assels -8.3 -8.3 -4.1 -4.3 -15.9
Acquisition related restructuring expenses -13.6 -22.2 -1.1 -18.3 -34.0
Operating income after amortization 231.0 221.2 128.6 127.2 583.6
Operating margin after amortization, % 7.7 8.2 83 88 10.2
Financial income and expenses -55.2 -35.5 =271 -18.5 -78.6
Income before taxes 175.8 185.7 101.5 108.7 515.0
Net margin, % 6 7 7 8 9
Taxes -57.4 -55.7 ~33.6 -32.1 -154.8
Net income for the period 118.4 130.0 67.9 76.5 360.2

Whereof attributable to;

Shareholders in the parent company 117.7 129.9 67.4 763 355.4
Minority interest 0.7 01 0.5 02 0.8
Earnings per share (SEK) before dilution 0.32 0.36 0.18 0.21 0.98
Earnings per share (SEK) after dilution 0.32 0.36 0.18 0.21 0.98
Cash flow

Jan-Jun Apr-Jun Jan-Dec
MSEK 2006 2005 2006 2005 2005
Cash flow before changes in working capital 2141 190.4 116.6 101.2 586.9
Changes in working capital 37.0 -118.8 317 -89.3 -515.0
Cash flow from operating activities 251.2 71.8 148.3 11.9 81.9
Cash flow from investing activities -114.8 -163.9 -100.7 -53.7 -491.1
Cash flow from financing activities -197.8 -160.9 -219.1 -92.4 304.0
Cash flow for the period -61.4 -253.2 -171.5 -134.2 -105.2
Liquid funds at the start of the period 365.4 451.6 475.0 339.8 451.6
Cash flow for the peried -61.4 -253.2 -171.5 -134.2 -106.2
Exchange rate difference in liquid funds -10.1 229 -9.6 15.7 19.0
Liquid funds at the end of the period 293.9 221.3 293.9 2213 365.4

Capital employed and financing

MSEK 30 Jun 2006 30 Jun 2005 31 Dec 2005
Operational capital employed 811.0 480.5 428.5
Qperational capital employed as % of sales 13 8 7
Goodwill 2,406.8 22387 24389
Acquisition related intangible assets 2121 228.8 226.7
Capital employed 3,429.9 2,958.0 3,094.1
Return on capital employed, % 19 19 21
Nest debt 2,485.4 8,361.9 4,602.8
Shareholders’ equity 944.5 -5,402.9 ~1,508.7
Net debvequity ratio, times 2.63 - -
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Balance Sheet

MSEK 30 Jun 2006 30 Jun 2005 2005
ASSETS
Fixed assets
Goodwill 2,406.8 2,239.7 2,438.8
Acquisition related intangible assets 212.1 228.8 226.7
Other intangible fixed assets 53.7 56.5 59.2
Tangible fixed assets 3225 273.2 289.8
Non interest-bearing financial fixed assets 42.3 181 17.2
Interest-bearing financial fixed assets 1.0 1.7 1.4
Total fixed assets 3,0384 2,819.0 3,033.2
Current assets
Non interest-bearing current assets 2,049.6 1,823.7 2,080.3
Other interest-bearing current assets 138.4 508.2 542.7
Liquid funds 283.9 221.3 365.4
Total current assets 2,481.9 2,551.2 2,989.0
TOTAL ASSETS 5,520.3 §370.2 6,022.2
SHAREHOLDERS' EQUITY AND LIABILITIES
Shareholders' equity
Attributable 10 the parent company's sharehoiders 934.4 -5411.6 -1518.2
Minority interests 10.1 8.7 9.5
Total shareholder’s equity 944.5 -5,402.9 -1,508.7
Long-term liabilities
Non interest-bearing long-term liabilities 0.1 0.1 0.1
Interest-bearing long-term liabilities 55 08 04
Non interest-bearing provisions 166.0 189.8 170.3
Total long-term liabilities 171.6 190.8 170.8
Current liabilities
Liabilities concerning intra-group restructuring - 76166 23139
Naon interest-bearing current liabilities 1,491.0 1,492.0 1,848.3
Interest-bearing current liabilities 2,913.2 1,473.5 3,197.9
Total current liabilities 4,404.2 10,582.3 7,360.1
TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 5,520.3 5,370.2 6,022.2
Statement of recognized income and expenses
30 Jun 2006 30 Jun 2005
Attributable to Attributable to
the parent the parent
company's Minority company’s Minority

MSEK shareholders interest Total shareholders interest Total
Income and expenses reported

directly in shareholder's equity
Actuarial gain and losses after tax 8.1 - 8.1 -8.7 6.7
Translation differences ~-21.0 ~0.0 -21.0 145.0 03 1453 -
Total income and expenses recognized

directly in shareholder’s equity -12.9 0.0 -12.9 138.3 03 138.6
Net income for the period 117.7 0.7 118.4 1299 0.1 130.0
Total income and expenses for the period 104.8 0.7 105.5 268.2 0.4 268.6
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Changes in shareholders’ equity

30 Jun 2006 30 Jun 2005
Attributable to Attributable to
the parent the parent
company’s Minority company's Minority
MSEK shareholders interest Total shareholders interest Total
Opening balance -1,518.2 9.5 -1,508.7 -5,665.7 8.9 -5646.8
Actuarial profits and losses after tax 8.1 - 8.1 -8.7 - 8.7
Translation differences -21.0 -0.0 ~21.0 145.0 03 145.3
Total income and expenses reported
directly in shareholder’'s equity -12.9 ~12.9 138.3 0.3 138.6
Net income for the period 177 0.7 1184 129.8 0.1 130.0
Total capital changes excluding transactions
with the company's owner 104.8 0.7 105.5 268.2 0.4 268.6
Group contribution, distribution and simitar items" 55.8 - 55.8 -24.0 ~24.0
Acquisition of minority interest - 0.6 0.6 - -
Dividend paid to minority interest - -0.7 -0.7 - -0.7 -0.7
Dividend paid to the parent
company's shareholders -37.3 -37.3 - - -
Shareholder's contribution received
from the parent company's sharehaolders 2,329.3 - 23293 - - ~
Closing balance 934.4 10.1 944.5 -5,411.6 8.7 -54029
1) Concerns transactions maae directly against shargholders’ equily between Systems’ companies and other companies forming part of the Securitas Group.
Data per share
SEK Jan-Jun 2006 Jan-Jun 2005 Jan-Dec 2005
Share price at the close of the period - - -
Profit after tax 0.32 0.36 0.98
Distribution - - -
P/E-figure after dilution - - -
Number of outstanding shares” 365,058,897 365,058,897 365,058,897
Average number of shares 365,058,897 365,058,897 365,058,897
1) Number of shares for the comparative figure 2005 is the same as the current number of shares after the bonus issue 2008,
Segment Review January - June 2006 and 2005
US/UK/Ireland Europe Other Eliminations The Group
MSEK 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
Sales, external 768 570 2,222 2,118 21 19 - - 3,012 2704
Sales, internal - - - - 16 8 -16 -8 - -
Total sales 768 570 2,222 2,118 37 23 -16 -8 3,012 2,704
Organic sales growth, % 8 20 6 5 - - - ~ 7 6
Operating profit before amortization 37 35 266 242 -51 -25 - - 253 252
Operating margin before amortization, % 4.9 6.1 120 114 - - - - 8.4 9.3
Amortization on acquisition
related intangible fixed assets -4 —4 -4 -4 - - - - -8 -8
Acquisition related
restructuring expenses -12 - -1 -22 - - - - -14 -22
Operating profit after amortization 21 31 261 216 -51 -26 - - 231 221
Operationa! capital employed 282 206 €81 503 -152 218 - - 811 491
Operational capital employed
as % of the sales 17 73 14 11 - - - - 13 8
Goodwill 1,269 1,082 1,063 1,078 75 79 - - 2,407 2240
Acquisition related
intangible fixed assets 151 159 81 70 - - 212 229
Total capital employed 1,703 1,447 1,804 1,651 =77 -139 - - 3430 2959
Return on capital employed, %" - - - - - - - - 19 19

1) Return on capital employed is based on 12 manths ralling operating profit.
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Organic sales growth and changes in exchange rates, the Group

The calculation of organic sales growth (and spacification of changes in exchange rates on the operating income and income before
tax) appears below:

Jan - Jdun
Sales, MSEK 2006 2005 %
Total sales 3,012 2,704 11
Acquisitions/disposats -94 -
Currency changes from 2005 41 -
Organic sales 2,877 2,704 T
Operating income before amortization, MSEK %
Cperating income before amortization 253 252 0
Currency changes from 2005 -2 -
Operating income 251 252 0
Operating income after amortization, MSEK %
Operating income after amortization 231 221 4
Currency changes from 2005 -5 _
Operating income 226 221 2
income before tax, MSEK %
Income before tax 176 186 -5
Currency changes from 2005 4 -
Income before taxes 172 186 -8
Apr - Jun
Sales, MSEK 2006 2005 %
Totat sales 1,540 1,445 7
Acguisitions/disposals 47 -
Currency changes from 2005 5 -
Organic sales 1,499 1,445 4
Operating income before amortization, MSEK %
Operating income before amortization 134 150 -1
Currency changes from 2005 9 -
Operating income 134 150 -10
Operating Income after amortization, MSEK %
Operating income after amortization 129 127 1
Currency changes from 2005 1 -
Operating income 130 127 2
Income before taxes, MSEK %
Income before tax 101 109 ~7
Currency changes from 2005 1 -
Income before taxes 103 109 -5
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Definitions

Financial statements: Statements in this interim report are for-
mulated as if the operations were formed on 1 January 2005.
The transfer of operations from Securitas to Securitas Systems
has taken place at the Securitas Group's book value according
to the so-called “predecessor basis”.

Organic sales growth: Total sales adjusted for acquisitions/dis-
posals and changes in exchange rates as a percentage of the
previous year's total sales, adjusted for disposals.

Operating income before amortization: Qperating income
before amortization on acquisition related intangible assels and
acquisition related restructuring expenses but after deprecia-
tion and amortization on tangible assets and other intangible
assets.

Operating margin before amortization: Operating income before
amortization as a percentage share of total sales.

Investments: Total investments in fixed assets during the year,
Capital employed: Non interest-bearing fixed and current assets

with a deduction for non interest-bearing long-term and short-
term liabilities.

{nterim Report January-June 2006

Return on capital employed: Operating income before amortiza-
tion as a percentage share of capital employed.

Operating capital employed. Capital employed with a deducticn
for goodwill, acquisition related intangible assets and partici-
pations in associated companies

Net debt: Long-term and short-term interest-bearing borrow-
ings with a deduction for intergst-bearing fixed and current
assets.

Net debtlequity ralio: Net deblin relation to shareholders’
equity.

Operating capital employed as % of total sales: Operating
capital employed as a percentage of {otal sales adjusted for
full-year sales of acquired units.

Earnings per share: Net income for the period attributable to
shareholders in the parent company in relation to the number of

shares.

Enterprise value (the tolal value of the operations). Acquisition
price with the addition of acquired net debt.
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Board of Directors, management
and auditors

Board of Directors

Number of Number

Born Nationality Elected  Independent” Class A shares? Class B shares?

Melker Schorling, Chairman 1947 Swedish 2006 No® 4,500,000 11,761,700
Carl Douglas 1965 Swedish 2006 No® 4,000,000 24,750,000
Tomas Franzén 1962 Swedish 2006 Yes ~ -
Eva Lindqgvist 1858 Swedish 2006 Yes - 1,000
Juan Vallejo, President and CEQ 1957 Swedish 2006 No* - 161,000
Mikaet Olsson 1969 Swedish 2006 - - -
Laila Lindberg 1948 Swedish 2006 - - 100

1) In accordance with the Stockhaim Stock Exchange's listing reguirements.

2) Details on holdings are shown under each presentation belaw,

3) Melker Scherling and Carl Douglas are considered to be independent i relation to the company and its management, but not in relation ta major shareholders.
4} Juan Valiejo is not considered to be ingependent in refation to the company

1) Each share in Securitas hald on the record day for right to receive shares in Systems entities the holder (o one share in Systems, provided that the
Securitas Extraordinary General Meeting resalves to distrioute all the shares by means of a dividend distribution.
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1} Each share in Securitas held on the recard day for right to receive shares in Systems entittes the halder to one share in Systems, provided that the
Securitas Extraordinary General Megting resolves to distribute all the shares by means of a dividend distripution
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1) Each share in Securitas held on the record day for right to receive shares in Systems entitlies the haider to one share in Systems, provided that the
Sacuritas Extraordinary General Meeting resalves 1o distribute all the shares by means of a dividend distribution.
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Auditors

At Systems' Annual General Meeting in 2005,
PricewaterhouseCoopers AB was elected as auditor
for the period up until the end of the Annual General
Meeting 2009. PricewaterhouseCoopers AB
(SE-113 97 Stockholm, Sweden) has been the com-
pany's auditor during the period covered by the his-
torical financial information, meaning from 2003
through the first half of 2008. The auditor in charge
has been Agneta Brevenhag, Anna-Carin Bjelkeby?
and as from 2008, Kerstin Moberg.

Kerstin Moberg

PricewaterhouseCoopers AB

Born 1855, Authorised Public Accountant. Member
of FAR (Institute for the Accounting Profession in
Sweden). Auditer in charge since 2006.

Other audit assignments: IVT Industrier AB, Nokia
Svenska AB, Robert Bosch AB and YIT Sverige AB
as well as previously SCA AB

Shareholding in Securitas™: 0.

Address: PricewaterhouseCoopers AB,

SE-113 87 Stackholm, Sweden

Additional infarmation on the Board of
Directors and management
The business address for all members of Systems’
Board and management is Securitas Systems AB,
PO Box 12231, SE-102 26 Stockhalm, Sweden.
Systems’ Board of Directors has, with the excep-
tion of those members that were elected by employee
organizations, been elected following a proposal from
Securitas’ Nomination Committee.® An Extraordinary
General Meeting in Systems on 23 May 2006 as well

Board of Directors, management and auditors

as the Annual General Meeting on 12 June 20086,
resolved to elect the proposed Board of Directors for
the period up untit the end of the Annual General
Meeting in 2007.

Systems' Board of Directors has been deemed
to fulfil the requirements of the Stockholm Stock
Exchange regarding independence in relation to
Systems, its management and major sharehalders.
Independence in relation to major owners has been
judged in relation to Securitas’ owners, as Systems
immediately after the proposed distribution will have
the same circle of shareholders as Securitas.

None of Systems' Board members or members
of management has been convicted in relation to any
fraudulent offences during the past five years. Nor
are there any incriminations and/cr sanctions from an
authority or professional association against any of
these individuals and none of them have been dis-
qualified by a court from acting as a member of a
company's administrative, management or super-
visory bodies or from acting in the management or
conduct of the affairs of a company over the past five
years.

Tomas Franzén was during his time as CEO for
Song Networks Holding AB responsible for the finan-
cial reorganization of the group, including a compo-
sition procedure in the Netherlands. Peter Ragnars-
son was a Board member in Mobilisys AB when the
operations were closed in 2001 through bankruptcy
at the request of the company. The bankruptcy pro-
ceedings were terminated in March 2003. Beyond
that, no member of the Board or management has
been involved in any bankruptcy, liquidation or
receivership during the last five years,

No member of the Board or management has
any private interests, which can conflict with the

1} Each share in Securitas held on the record day for right to receive shares in Systems entitles the holder to one share in Systems, provided that the
Securitas Extraordinary Genera! Meeting resolves to distribute all the shares by means of a dividend distribution,

2} Authorized Public Accountant. Member of FAR.

3) Consisting of the Chairman Gustaf Douglas, Melker Schérling, Marianne Nilsson (Robur AB} and Annika Anderson (Fiarde AP-fonden).
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interests of Systemns. As apparentfrom the account
above, several members of the Board and manage-
ment may however have a financial interest in '
Securitas through shareholdings in Securitas and,
as regards one employee representative, participa-
tion in Securities incentive program 2002/2007 and,
furthermore, may also come to have financial inter-
ests in Systems by means of sharehaldings in the
company as a consequence of present sharehold-
ings in Securitas.

No family ties exist between the members of the
Board or management.

Remuneration to the Board of Directors

The Chairman and the members of the Board
receive fees resolved upon by the Generat Meeting.

Board member

)

Neither the CEQ nor the employee representatives
receive directors’ fees.

Up until the Annual General Meeting 2006, nc
fees have been to paid to members for work per-
formed on Systems' Board of Direclors. As a Group
company within the Securitas Group, the Company
has had a Board of Directors comprising solely of
employees within the Group, whose Board assign-
ment was part of these persons’ ordinary duties.

Compensation to Systems’ present Board of
Directors was decided at the Annual General Meet-
ing on 12 June 2006. The members elected by the
General Meeting are appointed for the period up to
the end of the Annual General Meeting in 2007 and
the fees pertain to this period. For information
regarding fees and the distribution among the mem-
bers, see the table below.

Ordinary remuneration for the period from
Annual General Meeting 2006 - Annua! General Meeting 2007, SEK

Melker Schériing, Chairman 400,000
Carl Douglas 200,000
Tomas Franzén 200,000
Eva Lindgvist 200,000
Juan Vallejo -
Laila Lindberg -
Mikae! Olsson -
Total 1,000,000

General principles for remuneration to
the group management in Systems

Guidelines for salary and other remuneration to the
CEQ and other members of management are

resolved upon by Systems' Annual General Meeting,

based on proposals by the Board of Directors.

Remuneration to the CEO as well as the rest of the

Group management, consists of fixed salary, vari-

able salary as well as pension and insurance bene-

fits and company car. The variable salary varies
between zero and the maximum amount pursuant to
the following:

B For the CEO the variable salary is maximised to
75 percent of the fixed salary.

B For the rest of the Group management the
variable salary is maximised to 60-75 percent of
the fixed salary.

The variable salary is based on the actual perfor-

mance in relation to earnings targets (and in certain

cases other key ratios) within the individual area of
responsibility which is individually established for
gach executive.

As regards the CEO, the total cost for fixed and
variable salary is determined each year at an
amount that includes all the Company’s remunera-

tion costs, including social security costs. The total
cost principle makes it possible for the CEO to allo-
cate a portion of his fixed salary to other benefits, for
example pension benefits.Furthermore, the CEQ
may refrain from recerving part of the variable salary
one year and instead receive such remuneration the
next year.

The notice period required from Systems is 12
months, both with respect to the CEO and other mem-
bers of management. in the event of termination from
the Company's side that is not due to a gross breach
of contract on the part of the CEO or the CEO’s ill
health, the CEQ is entitled to receive severance pay
carresponding to 12 months salary. The other mem-
bers of management have no right to severance pay.
The notice period required by the CEO and other
members of management is six months. Severance
pay is not payable in the event of termination at own
will. The CEO and other members of the Group man-
agement have individual pension plans. The retire-
ment age is 65 years. The CEO and other members of
management also have the right to health insurance
and company car.

For information regarding remuneration that is
estimated to be payabte to the Group management
during 2006, see the table below.”

1) Allmembers of management have assumed their current positions during 2006. The employment contract with the CEQ is likety be renegotiates during

the iatter part of 2006.
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Estimated remuneration 2006 (SEK)

Board of Directors, management and auditors

Pension and
Fixed salary Variable salary" insurance cost Other remuneration?
Juan Vallejo 3.485,000 3,023,888% 760,612 85,321
Other members of management 4,420,000 2,982,000 1,104,862 126,261
Totalt 7,885,000 6,005,888 1,865,364 211,582

1) Maximum cutcome. The actual variadle salaries for 2006 may deviate from the stated amount.
2) This amount also incluces certain variaole remuneration fram previous years since Systems has assumed the payment responsibility for certain
remuneration that the CEQ has earntin his previous employment with Securitias,

3) Comgpany car benefit value.

Incentive programme

Apart from local bonus programmes, there are cur-
rently no incentive programmes in Systems. In prin-
ciple, however, the Board of Directors looks favour-
ably on offering the Company’s employees the
opportunity to participate in incentive programmes.
The putting forward a proposal regarding an incen-
tive programme are therefore being investigated.
Board of Directors is therefore investigating the
possibilities to present a proposal regarding an
incentive programme.

For information on Securitas’ incentive pro-
gramme 2002/2007, see “The relation between
Systems and Securitas” on page 72.

The Board of Directors’ areas

of responsibility

The Board of Directors is responsible for the Group's
organization and administration in accordance with
the Swedish Companies Act and appoints the CEOQ.
In accordance with guidelines adopted by Systems’
Annual General Meeting, the Board of Directors also
resolves upon the salaries and other remuneration
paid to the CEO and other members of Group man-
agement, should the Board of Directors so desire.
The Board of Directors shall meet not less than six
times a year, and at least one meeting shall include a
visit to one of the Group's operations. The compa-
ny's auditors shall participate in the Board meeting
held to adopt the annual accounts.

The work procedures of the Board of Directors

The activities of the Board of Directors and the divi-
sion of responsibility between the Board of Directors
and Group management are governed by formal
procedures that are adopted by the Board of Direc-
tors each year after the Annual General Meeting.
According to these work procedures, the Board of
Directors shall decide on, inter alia, the Group's
overall strategy, business and profitability targets,
major corporate acquisitions and property invest-
ments, in addition o establishing a framework for the
Group's operations by approving the Group's bud-

get. The work procedures include an instruction for
the CEO and an instruction for financial reporting.

Partly in light of its size, Board of directors made
the assessment that no audit or remuneration com-
mittee should be established. The duties that would
be assigned such committees will instead be per-
formed by the Board of Directors, with the exception
of CEQ.

Communication policy
Systems Board of Directors has adopted a commu-
nication policy that, among other things, aims to
ensure that the Company fulfils the requirements
relating to information disclosure to the market. Pur-
suant to the policy, communications shall be used in
a comprehensive way, to create understanding for,
and knowledge about, Systems' strategy, operations
and financial position. Systems' financial and other
communication shall always comply with the Stock-
holm Stock Exchange’s regulations, sound market
practice as well as other relevant rules and legal
obligations that may be applicable to Systems. The
communications shall also create a stream of stan-
dardised actions between the Company, the employ-
ees and the outside world. Moreover, the communi-
cations shall make it possible to exchange ideas
within the organization and contribute to enhancing
the quality of the company’s communications work.
The policy establishes the allocation of responsi-
bility for information matters as well as prescribes
who shall speak on behalf of the Company on differ-
ent issues. The policy also includes routines for the
press release of year-end report, interim reports,
annual report, Annual General Meeting, press
releases, press conferences and conference calls,
road shows, meetings with investors, capital market
days and the Company's website. Finally, the com-
munications policy handles communications in crisis
situations as well as in the event of information leaks.

Insider policy and insider register

Systems' Board of Directors has adopted an insider
policy as a complement to the insider legislationin
force in Sweden. The insider policy establishes
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routines for “closed periods”, meaning that trading
with financial instruments in Systems is prohibited
during thirty days prior to the publication of financial
reports, the day of publication included, as well as
during the two trading days immediately following
the publication of a financial report. The insider pol-
icy also contains a prohibition on short-term trading,
meaning that acguired financial instruments in
Systems, as a principal rule, may nat be sold until
three months after the acquisition, at the earliest.

Systems also maintains an internal insider regis-
ter in accordance with applicable legisiation and the
instructions that are issued from time to time by the
CEQ. This register, among other things, shail include
information on all persons working for the Company
that have access to insider information.

Code of Conduct

Systems has adopted a code of conduct to ensure
that the Group upholds and promotes business
methods of the highest possible ethical standard.
Systems supports and respects fundamental human
rights and takes responsibility for adhering to these
rights wherever Systems operates.

Internal control

Systems' Board of Directors is responsible for ensur-
ing that the Group maintains a good internal control
and shali continually evaluate where the future risks
in the operations may arise. The internal control con-
sists of methods and activities, which aim to safe-
guard assets, monitor accuracy and reliability in
internal and external financial reporting, as well as to
ensure observance of established guidelines. Fur-
ther, external parties shall be engaged to conduct
risk and control diagnostics within functional areas
that by their nature have an inherently high risk, for
example the group’s large-scale IT-functions.

The key features of the control environment
include clear frames of reference for the Board of
Directors, a clear organizational structure with docu-
mented delegation of decision-making from the
Board of Directors to the Group management, the
competence of employees as well as a number of
Group policies, routines and framewarks.

The Board of Directors continuously evaluates
the Group's need of introducing an internal audit
function. The starting point in the Board of Director's
assessment is to consider how an internal audit
function would facilitate the Board of Director’s tar-
get fulfilment and create value for shareholders
through furnishing an objective analysis of how the
Board of Directors and the Group management,
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handle risks and monitors the operations. A special
internal audit function has not been judged neces-
sary in light of the evaluation carried out. The evalua-
tion of the Board of Directors will continue to be con-
ducted annually as a part of the corporate
governance process within the Group.

Nomination Committee ahead of the
Annual General Meeting 2007

At the Annual General Meeting of Systems on 12 July
2006 it was resolved that Systems shall have a Nomi-
nation Committee consisting of four members and to
elect Gustaf Douglas (Chairman), Melker Schérling,
Annika Andersson (Fjarde AP-Fonden) and Marianne
Nilsson (Robur) as members of the Nomination Com-
mittee ahead of the Annual General Meeting in 2007.
in the event a shareholder represented by one of the
Nomination Committee’s members no longer would
be one of the largest shareholders in Systems, oris a
member of the Nomination Committee no longer
employed by such a shareholder or for some other
reason resign from the Nomination Committee prior
to the Annual General Meeting in 2007, the Nomina-
tion Committee shall have the right to appoint another
representative for the largest shareholders to replace
such a member.

The Nomination Committee’s assignments
include preparing the election of the Chairman and
other members of the Board of Directors, the elec-
tion of the Chairman of the General Meeting, the
election of auditors (where applicable) as well as
resolutions on fees and other related matters, prior to
the forth-coming General Meetings. The Nomination
Committee shall hold meetings as often as neces-
sary in order to carry out its tasks, although at least
one meeting per year.

The Swedish Code of

Corporate Governance

The Swedish Code of Corporate Governance (“the
Code") shall be applied by ali companies on the
Stockholm Stock Exchange's A-list and by all com-
panies on the O-list that, like Systems, have a market
value exceeding MSEK 3,000. Systems will apply the
Code as from the time when the Company's shares
are listed on the Stockholm Stock Exchange. In the
event of a deviation from individual rules, Systems
will explain such deviation in accordance with the
Code. At present, Systems deviates with regard to
audit and remuneration committees, see “The Board
of Director's areas of responsibility” above.
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The share and ownershi

Share capital

The sharg capital in Systems amounts to SEK 365,068,897 represented by 17,142,600 Class A shares and
347,916,297 Class B shares.” The shares have been issued in accordance with the Swedish Companies Act
(2005:551) and the owners' rights associated with the shares may only be changed under the provisions of
this Act.

At General Meetings, each Class A share entitles the holder to ten votes and each Class B share to one
vote, Each shareholder that is entitled to vote may vote for the total number of shares held by him or her without
restriction, Each share carries an equal right to dividend and to any surplus in the event of liguidation. The
Articles of Association contain customary provisions regarding primary and subsidiary preferential rights.
Class B shares are not subject to any restrictions concerning the right to transfer them, while Class A shares
are subject to a pre-emption clause in Systems’ Articles of Association.

The share capital's development

Changes have been implemented during 2006 to adapt Systems' share structure and share capital ahead of
the planned distribution of the company. The structure corresponds to the number of Securitas shares carry-
ing dividend rights.

Increase in number of Total number of Increase in share Total share
Year  Transaction Class Ashares Class B shares Class A shares Class B shares capital, SEK capital, SEK
2003 - - - 5,000 - 500,000
2006 Split 100:1 495,000% - 500,000% - 500,000
2006 Bonus issue 17,142,600 347,416,297 17,142,600 347,916,297 364,558,897 365,058,897

1) All shares have a quota value of SEK 1 and are fully oaid,
2) Prior to 2006, there was only one class of shares.

VPC affiliation

The company and its shares are connected to the electronic securities system, the VPC system, with VPC as
central securities depository and clearing organization (VPC AB, PO Box 7822, SE-103 97 Stockholm,
Sweden). The shares are individually registered and are denominated in Swedish kronor.

Right to dividend

Resolutions regarding dividend distributions are made by the General Meeting. Dividends are normally paid
as a cash amount per share through VPC, but may also consist of something else (distribution in kind). The
right to dividend belongs to persons registered as shareholders in the share register maintained by VPC on
the record day as determined by the General Meeting. Such record day may not occur later than the day
before the next Annual General Meeting. If a shareholder cannot be reached through VPC, the shareholder's
dividend claim against Systems remains and is restricted only by statutory limitation. If the claim becomes
statute-barred, the dividend devolves upon Systems,

There are na restrictions or specific procedures under the Swedish Companies Act or in Systems’ Articles
of Asscciation in respect of dividend distributions to shareholders resident outside Sweden. Apart from possi-
ble fimitations resulting from banking and clearing systems, payment is made in the same manner as for share-
holders resident in Sweden. However, Swedish withholding tax is normally payable for shareholders with lim-
ited tax liability in Sweden, see "Tax issues in Sweden" on page 74,
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Major shareholders

be the same as in Securitas, with approximately 34,900 stackholders.

The table below shows Systems’ expected largest shareholders (based on the ownership structure in Securi-
tas as per 30 June, 2006 and changes known to have occured thereafter). The ownership structure will initially

Shareholder Class A shares Class B shares % of capital % of votes
Investment AB Latour 4,000,000 22,650,000 73 121
Mefker Schérling AB 4,500,000 11,759,300 4.5 10.9
Robur 0 15,088,694 4.1 29
Alecta 0 13,850,000 3.8 27
Saki AB 8,642,600 4,000,000 3.5 174
SEB Fonder 0 11,858,534 32 23
SHB/SPP Fonder 0 9,587,661 2.6 1.8
Akila Finance SA 0 9,260,220 2.5 1.8
Nordea Fonder 4] 8,457,185 2.3 1.6
Frankfin-Templeton Funds 0 7,463,081 2.0 1.4
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Articles of Association

For Securitas Systems AB with organization number 556436-6267

§1
The name of the company is Securitas Systems AB.
The company is a public company (publ).

§2

The Board of Directors of the company shall have its
registered office in the municipality of Stockholm,
County of Stockholm.

§3

The object of the company is (directly or indirectly
through subsidiaries) to offer services and products
within the field of security, to own and administer real
and movable estate, as well as to pursue other
compatible business.

§4

The share capital shall be no less than MSEK two
hundred (200,000,000) and no more than MSEK
eight hundred (800,000,000).

§5

The number of shares issued shall be no less than
two hundred miflion (200,000,000) and no more than
eight hundred miliion (800,000,000).

The shares may be issued in two classes, desig-
nated Class A and Class B. Shares of Class A may
be issued up to a maximum number cf one hundred
and sixty million (160,000,000) and shares of Class
B to a maximum number of six hundred and forty
million (640,000,000).

Each share of Class A entitles to ten (10) votes
and each share of Class B to one (1) vote.

Should the company decide to issue new Class A
and Class B shares by way of a cash issue or a set-
off issue, the holders of Class A and Class B shares,
respectively, shall have priority right to subscribe to
new shares of the same class in proportion to their
existing shareholdings (primary right of priority).
Shares nat subscribed to by primary right of priority
shall be offered to all shareholders (subsidiary right
of priority). If the entire number of shares subscribed
to by subsidiary right of priority cannot be issued, the
shares shall be aliocated between the subscribers in
proportion to their existing shareholdings and, insofar
as this cannot be done, by drawing of lots.

Should the company decide to issue shares of
only one class by way of a cash issue or a set-off
issue, all shareholders, irrespective of whether their
shares are of Class A or Class B, shall have priority
right to subscribe to new shares in preportion to their
existing shareholdings.

Should the company decide to issue warrants or
convertible bonds by way of a cash issue or a set-
off issue, the sharehclders shall have the priority
right to subscribe to such warrants as if the shares
to which the warrants entitle were issued and the

priority right to subscribe to such convertible bonds
as if the shares for which the convertible bonds may
be exchanged were issued, respectively.

What is stated above shall not entail any restric-
tions on the possibility to resolve on a cash issue or a
set-off issue with deviation from the shareholders
priority rights.

Anincrease of the share capital by way of a
bonus issue shail be made by issuing shares of both
Class A and B, in proportion to their part of the share
capital when the increase is decided upon. Holders
of shares of Class A and Class B, respectively, shall
have the right to new shares of the same class, each
in proportion to their existing shareholdings. The
above shall not entail any restrictions on the possibil-
ities to issue shares of a new class by a bonus issue,
after any necessary amendments of the Articles of
Association.

§6
The Board of Directors shall, in addition to such
members that, in accordance with law, may be nomi-
nated by others than the General Meeting of Share-
holders, consist of no less than five (5) and no more
than ten (10) Directors with no deputy Directors.

For the audit of the company's administration
and accounts, a registered public accounting firm
shall be appointed by the General Meeting.

§7
A notice convening an Annual General Meeting or an
Extraordinary General Mesting to decide upon
amendments of the Articles of Association shall be
issued at the earliest six and at the latest four weeks
prior to the meeting. A notice convening cther Extra-
ordinary General Meeting shall be issued at the earliest
six and at the latest two weeks prior to the meeting.
A notice convening a General Meeting shal! be
published in Post- och Inrikes Tidningar and in
Svenska Dagbladet and Financial Times.

§8

General Meetings shall be held in Stockholm.

§9
A shareholder, who wants to take part in the negotia-
tions at a Genera! Meeting, must be registered in a
transcript or other presentation of the share register
relating to the facts which were recorded five (5)
weekdays before the General Meeting and must give
notice to the company no later than 4 p.m. the day set
forth in the notice convening the meeting. The last
mentioned day must not be a Sunday, any cther pub-
lic holiday, a Saturday, Midsummer Eve, Christmas
Eve or New Year's Eve and must not fall earlier than
on the fifth weekday before the General Meeting.

At the General Meeting, a shareholder is entitled

to be accompanied by one or two assistants; how-
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ever, only if the shareholder gives notice hereof to
the company according to what is prescribed in the
previous paragraph.

§10

At the Annual General Meeting the following matters

shall be dealt with:

1. Election of a Chairman of the Mesting;

2. Preparation and approval of a voting list;

3. Approval of the Agenda;

4. Election of one or two persons to check the
minutes;

5. Examination of whether the Meeting has been
properly convened;

6. Presentation of the Annual Report and the
Auditors' Report on the Parent Company, and the
Consolidated Accounts and the Auditors’ Report
on the Group;

7. Resolutions with respect to
a) the adoption of the Income Statement and the

Balance Sheet of the Parent Company, and
the Consolidated Income Statement and the
Consolidated Balance Sheet,
b) the appropriation of the Company's profit or
loss according to the adopted Balance Sheet,
c) the discharge of the Directors of the Board
and the Managing Director from their liability;

8. Determination of the number of directors;

9. Determination of fees for the Board of Directors
and, where applicable, the Auditors;

10. Election of the Board of Directors and, where
applicable, appointment of a registerad public
accounting firm;

11. Any other matter duly referred to the General
Meeting.

§11
The calendar year shall be the financial year of the
company.

§12

If a share of Class A has been transferredto a
person who is not already a holder of shares of
Class A, by means of purchase, exchange, gift,
separation of joint property, inheritance, will,
company distribution, merger, demerger or other
transfer of title, such share shall immediately be
offered to the holders of shares of Class A for
redemption.

As soon as the Central Securities Depository (VPC)
has informed the Board of Directors of the transfer of
title, the Board of Directors shall immediately inform the
acquirer of its obligation to offer the shares for redemp-
tion by written notification to the Board of Directors. Such
notification shall contain information on the consideration
paid for the shares and the acquirer's conditions for
redemption. The acquirer shall hereby evidence his or
her acquisition of the shares. Immediately upon
receiving a notification of transfer of title, the Board of
Directors shall enter this into a special book with details
on the date of notification, as set forth in the Companies
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Act. The Board of Directors shall at the same time notify
every individual entitled to redemption whose postal
address is known to the caompany, in writing, of the
transfer of title to the shares and inform that claims for
redemption shall be submitted to the Board of Directors
within two (2) months from the acquirer's notification of
the transfer of title. Claims for redemption submitted
within the stipulated time period shall be entered into a
special book with details on the date of the claim for
redemption, as set forth in the Companies Act.

An offer for redemption may not be exercised for
a smaller number of shares than those included in
the offer, if claims for redemption are made by
several individuals entitied thereto, the shares shall,
to the extent possible, be allocated to those entitled
to redemption in proportion to their previous holdings
of shares of Class A. The remaining number of
shares shail be allocated by drawing of lots, exe-
cuted by notary public.

The redemption price shall be determined by
agreement between the acquirer and the individual
entitled to redemption and shall as a general rule, if
the shares have been transferred for a consideration,
correspond to such consideration and otherwise to
the price which can be expected in a sale under nor-
mal circumstances. If an agreement on the redemp-
tion price cannot be reached, the person entitled to
redemption may request arbitration as set forth below.

A dispute regarding redemption of shares in
accordance with this section 12 shall be finally settled
by the Rules of the Arbitration Institute of the Stock-
holm Chamber of Commerce. Arbitration shall be
requested within two months from the day when the
claim for redemption was submitted to the company
in accordance with what is stipulated above. The
arbitration board shall consist of three arbitrators or
one single arbitrator and is to be appointed by the
institute. All requests for arbitration, which by reason
of the same transfer of shares have been submitted
to the institute within the above stated time, shall be
dealt with as one single arbitration procedure.

The redemption price shall be paid within one (1)
month from the time when the redemption price was
determined, by means of agreement between the
parties or by an arbitration award.

If, within the stipulated time, no person entitled to
redemption would submit a claim for redemption, or
if the redemption price would not be paid within the
stipulated time, the person who offered the share for
redemption shall be entitled to be registered as
holder of the share.

§13

The shares of the company shall be registered in a
CSD register in accordance with the Financial
Instruments Accounts Act {1998:1479).

These Articles of Association were adopted by the
Annual General Meeting on 12 June 2006.
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Material agreements

Customers and suppliers

All of the group’s customer and supply agreements
pertain to the day-to-day operations. No single cus-
tomer or supplier is of crucial importance to the
operations of the group.

As a holding company, Systems does not itself
conduct business. Instead business is conducted
through the company's Swedish and foreign sub-
sidiaries. Customer and supply agreements are
therefore entered into by the subsidiaries. Formal
agreements between the group and the customers
containing comprehensive terms for, among other
things, installation, service and payment sometimes
do not exist in the UK and US. The absence of con-
tractual arrangements is o a certain extent market
practice in these countries.

Systems is not dependent on any particular sup-
ply or customer agreement. The company is of the
opinion that all of the group's suppliers, at leastin
the long run, are exchangeable. Several agreements
have often been entered into with the large custom-
ers and each agreement is not by itself essential in
relation to the income that it generates. Taken as a
whole, however, the income generated from one cus-
tomer can be of significance. It can not be excluded
that loss of such customers or loss of suppliers
whose products are not easily replaceable could
have a negative effect on Systems' results or costs.

Credit agreements

Securitas is responsible for the funding of Systems
until the listing date. Thereafter, Systems changes to
an external arrangement. Systems has, during the
summer of 2008, entered into a Multicurrency
Revolving Credit Facility, of MSEK 3,000 with Nordea
Bank AB (publ) and SEB Merchant Banking within
SEB as Mandated Lead Arrangers. The Credit Facil-
ity is intended 1o cover the company's current capital
needs and will constitute Systems' predominant loan
facility. The term of the credit facility agreement is
five years with the possibility of two years' extention
following the approval of the banks. The facility car-
ries a floating interest rate. The terms of the facility
states that Systems must, among other things, com-
mit to maintain a certain ratio between the group's
net debt and net operating income before the
deduction of financial expenses, taxes, depreciation

Legal matters and supplementary information

and write-offs (EBITDA). The facility agreement also
contains a provision which give the lenders the right
to advance payment in case of a change of control

in Systems or the company would be delisted.

Other material agreements

During the past two years, the group has entered
into the following agreements of significance for
Systems.

in May 2004, Systems acquired the shares in the
French company Eurotelis Valiance SAS, mainly sup-
plying instatlations and alarm monitoring to local
French banks. The initial purchase price was approx-
imately MSEK 238 with the possibility for certain
adjustments. The acquisition was based on custom-
ary representations and limitations of liability on the
part of the seller. The same year, Bell Group Plc,
which was listed on the London Stock Exchange at
the time, was acquired through a public offer for
approximately MSEK 1,354. Bell Group Plc supplies
systems and maintenance services to the largest
commercial banks in the UK and Ireland. Through
these two acquisitions, Systems gained a leading
position within banks and financial institutions in
Europe.

In November 2004, Systems also made a smaller
acquisition of the German company Struck & Partner
Vertriebs- und Servicegesellschaft fir professionelle
Elektronik GmbH at a price of approximately MSEK
19, Struck & Partner is a supplier of video surveil-
lance equipment to retail chains.

In 2005, Systems acquired all the stocks in the US
company Wornall Electronics, Inc, which supplies
installation and maintenance of security systems in
Kansas City and New Jersey. In October of the same
year, Systems also acquired the assets of the US
company Hamilton Pacific L.P, a leading supplier of
security solutions to banks in the US. Hamilten Pacific
was purchased for approximately MSEK 281. Accord-
ing to the purchase agreement, Systems shalt under
certain circumstances pay an additional purchase
price. A final settiement in this respect has however
still not taken place. By means of these acquisitions,
Systems has strengthened its position on the banking
and finance segment of the US market.

Part of the assets of Empresa de Servicios
Especializados de Seguridad SA was also acquired
during 2005 at a price of approximately MSEK 27. its
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operations consist of installation and maintenance
of security systems in Spain.

in January 2006, Systems acquired all the
shares in Elmaco NV in Belgium, with business com-
prising fire alarm installations. The estimated turn-
over of this company for 2005 was around MSEK 11.
During the spring of 2008, Systems acquired the
assets and liabilities of the US company Premier
Systems Solutions, Inc. The company installs and
maintains security systems in Tampa and other large
markets in Florida. The estimated turnover of this
company for 2006 is MSEK 35.

intellectual property rights

Systems has entered into license agreements with
Securitas regarding the right to use among other
things the trademark SECURITAS SYSTEMS, see
“The relation between Systems and Securitas” on
page 72. With the exception of the license rights
from Securitas, there are no significant intellectual
property rights that Systems owns or is allowed to
use, or alternatively allows others to use. Systems'
intellectual property rights protection is continually
monitored and supplemented when needed.

Insurance

Systems has a several group-wide corporate insur-
ance policies that have been procured external
insurance brokers and will take effect as of the stock
exchange listing. Up until this point, Systems is cov-
ered by the Securitas group insurance. The Board of
Directors for Systems is of the opinion that Systems
has and has had adequate insurance protection
refating to its business operations.

Permits

The operations that Systems perform require permits
in most countries, Systems deems that the neces-
sary permits exist, except for Denmark and Balgium
where applications for new permits have recently
been submitted in conjunction with the separation of
Systems from Securitas. In Sweden, Systems has
submitted an application for the permission to con-
duct surveillance, in order to facilitate an expansion
of its area of cperation and an enfargement of its
service offering. Systems does see any reasons why
the above mentioned permits would not be granted.
In addition, insurance companies and industry bod-
ies can impose certain conditions and their regula-
tions can evolve into local standards and affect how
the security industry evolves on local markets.
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Disputes and other liability matters

Systems conducts business in a number of
countries in the day-to-day operations, disputes and
claims against the company arise from time to time,
but so far of no significant importance for the group.
In France, Systems' French subsidiary is currently
involved in several legal disputes and it is the com-
pany’s experience that disputes in general accur
mere often in France than in other European coun-
tries where Systems operate. Systems aiso deems
that the disputes having arisen in France are covered
by the groups' insurance policies cr are of no signifi-
cant impertance for the Systems group. Systems is
not and, during the last twelve months, has not been
party to any legal or arbitration proceedings that
could have a significant effect on the group's finan-
cial position or profitability. The Board of Directors of
Systems is not aware of any circumstance that could
give rise to such proceedings of significant propor-
tions for the Systems group.

Authorisation

The Board of Directors of Systems was authorised
by the 2006 Annual General Meeting, for the period
until the next Annual General Meeting, on one or sev-
eral occasions, to resoclve that the company shall
raise loans where the interest or the amount by
which repayment shall occur is, wholly or partly,
dependent on the dividends to the shareholders, the
company's share price, the company's results or the
company's financial position. The authorisation is
primarily intended to permit Systems to enter into
credit agreements without the need for the General
Meeting's approval.

Transactions with related parties

No member of the Board or management of
Systems, has or has had any direct or indirect
participation in any business transaction with the
company that is or has been unusual in its nature or
its terms. Systems has not granted loans, provided
guarantees or given sureties for or to the benefit of
any of these persons.

Shareholders agreement

Meiker Schérling and Gustaf Douglas (directly or
through companies and related parties; to control
approximately 16 percent of the capital and 41 per-
cent of the total number of votes in Securitas
Systems after the share distribution) have entered
into a shareholders’ agreement, according to which



the parties aims to coordinate their ownership
regarding Board composition, dividend policy, reso-
lutions concerning changes to the Articles of Asso-
ciation or share capital, significant acquisitions or
transfers and appointment of the CEQ. Futhermore,
the agreement compromises pre-emption rights for
the sale of Class A shares by any part. Apart from
this, the Board of Systems is not aware of any share-
holders’ agreements or other arrangements between
future shareholders, aimed at exercising collective
influence over the company.

Registration and legal

form of business entity

Systems' corporate identity number is 556436-6267.
The company was formed in Sweden on 2 Septem-
ber 1991 and registered with the Swedish Compa-
nies Registration Office, (at that time, the Patent and
Registration office) on 11 November 1991. The
company'’s legal form of business entity, a public
limited fiability company, is governed by the Swedish
Companies Act (2005:551).

Legal matiers and supplementary information

Costs

itis estimated that the Securitas Group's transaction
costs for the distribution and listing of Securitas
Direct and Systems will amount to approximately
MSEK 75.

Documents that are available

The following documents are available at

Systems head office or on the group’s website,
www.securitassystems.com:

Articles of Association for Securitas Systems AB
Annual Reports for the financial years 2004-2005
Interim report January-June 2008
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The relation between
s and Securitas

Syste

This section presents an account of the relations between the Systems Group and the Securitas Group
and, among other things, how these relations are affected by the distribution and listing of the shares
in Systems. Even though Systems will be an independent company after the distribution and listing,
Systems and Securitas will have continued business relations in a number of respects.

Restructuring of the group

The proposed distribution of Systems and Securitas
Direct means that the Securitas Group’s operations
will be split up. The fundamental point of departure
for the split and the various agreements concluded
between Securitas and Systems and/or Securitas
Direct is that Systems and Securitas Direct will
assume responsibility for their particular areas of
operations, while Securitas will be responsible for
the Group's other operations. The agreements that
have been entered into between Securitas, Systems
and/or Securitas Direct have been entered into at
arms length and are not intended to restrain the
competition between the companies.

Systems is, up until the listing, an independent
division within Securitas. The division’s legal structure
has changed prior to the listing through a series of
intra group acquisitions and sales. Previously, some
of Systems’ subsidiaries have been part of Securitas’
holding companies. It is the opinion of Systems and
Securitas that the intra group acquisitions have been
made at fiscally correct prices. Nevertheless, it can
not be excluded that the tax authorities will judge
certain pricing 1o have been incorrect and that re-
assessment then may occur. See also under Tax risks
in “Risk Factors” on page 7.

in order to resolve certain matters between
Securitas, Systems and Securitas Direct after the dis-
tribution and listing of Systems and Securitas Direct,
the three companies have entered into a separation
agreements, that may be viewed as framework agree-
ments for the separation, as well as a number of cther
agreements. The implementation of the separation
may result in certain amendments and changes to
the contractual relationships described below.

Separation agreement

The separation agreements between Securitas,
Systems and Securitas Direct govern the principles
for, among other things, the restructuring, division of
assets and liabilities that are mainly attributable to
one of the companies, division ¢f, or joint access
during a transitional period, to certain joint assets as
well as insurances. As a general rule, Securitas and
Securitas Direct shall hold Systems harmless from
liabilities and losses pertaining to their respective
operations. Correspondingly, as a general rule,
Systems shall hold Securitas and Securitas Direct
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harmiess from any liabilities and losses pertaining to
System’s operations. For a two-year period, the par-
ties will mutually refrain from recruiting certain key
persons. The agreement also includes provisions
covering the situation that legal claims are filed
against the wrong group and a commitment from all
parties to work towards obtaining any consents and
approvals required for the separation. Furthermore,
the parties shall work towards solving any problems
that may arise as a result of the separation through
co-operation and mutual understanding.

License agreement

pertaining to Securitas

Systems' need to use the trademark and business
name “SECURITAS SYSTEMS" and the accompany-
ing marks and domain names are met through
license agreements with Securitas. Through the
agreements, Systems is given the right to, within
present operations, use the word combination
SECURITAS SYSTEMS as trademark and business
name and in graphic marks. As regards Denmark
and Switzerland, the corresponding rights apply

to DANSIKRING SYSTEMS and PROTECTAS
SYSTEMS. In addition, Securitas is prohibited from
using these word cembinations as trademarks dur-
ing a period of three years following the termination
of the license agreement. The license agreements
run through 2010 and may subsequently be
extended through agreement among the parties.
Prior to this, Systems may at any time terminate the
agreements with a notice period of six months.
Securitas does not have similar rights to terminate
the agreements. However, Securitas may terminate
the agreements under certain circumstances, for
example, in the event of a direct or indirect change
of control of System. In the event that the agree-
ments would cease to apply, Systems may no
longer use the marks SECURITAS, DANSIKRING or
PROTECTAS in its operations.

Call out services and
tombination agreements

Systems has entered into agreements with Securitas’
Services Division regarding call out services in the
event of Systems' alarms being triggered. These agree-




ments are usually entered into between the subsidiaries
in the respective countries. Systems and Securitas have
also entered into a framework agreement containing
certain quidelines and principles for the contractual
relations among subsidiaries in respect of call out ser-
vices. Securitas’ services are supplied on commercial
terms and at a price level that corresponds to those
applied towards the company by other suppliers of call
out services. Systems intends to continue the contrac-
tual relationship with Securitas Services Division as long
as the service is supplied in a professional manner and
at competitive prices.

In certain countries, mainly in the Nordic region,
Systems sometimes supplies alarm installations to
Securitas Services’ Division in conjunction with
combined solutions. In these cases, Securitas' Services
Division has sold a guarding service to a customer that
also desires an alarm service. Systems acts as subcon-
tractor to Securitas’ Services Division by carrying out
the alarm installation. Systems charges Securitas’
Services Division for the service performed, while the
Services Division charges the end customer for the
entire combined solution i.e. both the surveillance
service and the alarm installation. These agreements
are usually entered into between subsidiaries in the
respective countries,

Leases and shared services

In several cases, Systems has shared premises
with Securitas’ Services Division. In cases where
Systems rents a smaller part of the premises,
Securitas’ Bevakning AB has entered into the lease
agreements with the external landlords. Systems
then subleases the premises on commercial terms.
Systems intends to continue certain of these lease
agreements, e.g. according to a framework agree-
ment with respect to subleasing in Sweden that has
been entered intc with Securitas Bevakning AB.
Other agreements may be terminated and new |lease
agreements entered into with other landiords. In
cases when Systems leases a more significant part
of the premises, or in the case of particularly impor-
tant operations (such as head office, alarm centres
etc.), separate agreements have been made or will
be made with each landlord.

Certain other services, e.g. salary administration
services and in certain cases |7 services have also
been shared with Securitas’ Services Division.
Systems’ intention is, as far as possible, to conclude
its own agreements with external suppliers concern-
ing these services. However, salary administration
services and, in certain cases, the IT services will
continue to be combined with Systems’ Services
Division during at least 2006 and Systems is pur-
chasing these services on commercial terms. In

The relation between Systems and Securitas

cases where Systems considers that there are com-
petitive advantages o maintain coexistence, agree-
ments can be entered into with the Securitas Group
on commercial terms.

Cars

Systems has leased service and company cars
through Securitas’ subsidiary Securitas Uthyrning
AB. Systems has negotiated a lease contract with a
new lessor and the lease contracts entered into with
Securitas Uthyrning AB will be discontinued.

Insurance

Previously, Systems has been covered by the Securi-
tas group insurances. This will not be the case once
Systems no longer is a part of the Securitas group.
Systems has instead procured its own group insur-
ance program, see under Insurance in “Legal matters
and supplementary information” on page 69. There is
a specific agreement with Securitas aimed at ensur-
ing that Systems has uninterrupted insurance protec-
tion in respect of events pertaining to the time prior to
the separation.

Funding

Principally, Systems has previously funded its
operations through own funds and loans from the
Securitas group. These loans are replaced by loan
facilities from external banks, see under Credit
agreements in "Legal matters and supplementary
information”, page 69. Securitas has previously also
issued guarantees and entered into other commit-
ments as security for the Systems group's liabilities.
These will also be discontinued in connection with
the listing and replaced by bank guarantees or par-
ent company guarantees issued by Systems.

Securitas incentive
programme 2002/2007

In 2002, Securitas introduced a global incentive
programme based on convertible loans that run
through May 2007 and that was addressed to virtu-
ally all employees in the Securitas group. However,
during 2005, Securitas invited participants in the pro-
gramme to sell their respective investments prema-
turely. After the distribution of Systems, more than
700 employees within the Systems group will still par-
ticipate in this incentive programme. However, the
incentive programme does not give entitlement to
shares in Securitas, but only to possible cash pay-
ment based on Securitas' share price. The cost of the
outcome of the programme will not burden Systems.
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Tax issues in Sweden

Taxissues in Sweden

Set forth below are certain Swedish tax provisions that apply in connection with Securitas distribution
of shares in Systems and the listing of the class B shares in Systems for shareholders with an unlim-
ited tax liability in Sweden, unless otherwise stated. The summary is based on prevailing legislation
and is intended as general information only. The description below does not cover situations where
the shares in Securitas and Systems, respectively, are held as current assets in a business operation or
are held by a partnership. Further, the summary does not address the specific rules and regulations
that may apply on holdings of so called qualified shares in companies that are, ar have previously
been, closely held companies or to shares that have been acquired on the basis of such holdings. For
holders of such shares and for certain other categories of shareholders specific rules may apply. The
tax implications for each shareholder depend in part on the specific circumstances of the shareholder.
Each shareholder should therefore consult a tax advisor as to the tax conseguences that may arise in
connection with the distribution and the holding of the shares in Systems, including the applicability

and effects of foreign rules and tax treaties for the avoidance of double taxation.

Taxation at the distribution
of shares in Systems

The Swedish Tax Agency has confirmed that the dis-
tribution of the shares in Systems will be exempt
from Swedish taxation under the “Lex ASEA provi-
sions”. The tax basis of the shares in Securitas enti-
tling to the distribution will be allocated between
these shares and the shares in Systems received.
The allocation of the tax basis will be based on the
change in value of the shares in Securitas due to the
distribution of the shares in Systems. Securitas will
request guidelines from the Swedish Tax Agency on
the allocation of the tax basis. Information on the
guidelines from the Tax Agency will be published as
soon as possible on the websites of Securitas,
Systems and the Swedish Tax Agency.”

Taxation at the disposal

of shares in Systems

Adisposal of the received shares in Systems nor-
mally triggers capital gains taxation. A capital gain
or a capital loss is calculated as the difference
between the sales proceeds, after deduction for
sales costs, and the tax basis. The tax basis of the

shares in Systems received through the distribution
will be determined based on the guidelines that the
Swedish Tax Agency will render. The tax basis for all
shares in Systems of the same class and type will
be added together and computed collectively under
the average method. Since the class B sharesin
Systems will be listed, the tax basis for these shares
may alternatively be determined to be 20 percent of
the net sales revenue, using the standard rute.

Individuals

For individuals, capital gains are taxed in the capital
income category, normally at a rate of 30 percent.
For unlisted shares, as the class A shares, in certain
cases only five-sixth of a capital gain will be taxed.
However, this does not apply if any of the company’s
shares, such as the class B shares, are listed.
Capital losses on shares and other listed securities
that are taxed as shares with the exception of shares
in Swedish mutual funds consisting solely of receiv-
ables denominated in the Swedish currency (interest
funds) may be fully offset against taxable capital
gains on such securities. Hence, a capital loss on
listed shares, as the class B shares in Systems will
be, is fully deductible, while only five sixth of a

1) www.securtasgrouR.com, www.securitassystems.com and www.skatteverket.se.
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capital loss on unlisted shares, such as the class A
shares, will be deductible. A capital loss in excess of
such loss will be deductible from other capital
income at 70 percent or five sixth of 70 percent,
respectively.

Should a deficit arise in the capital income cate-
gory, such deficit may reduce the tax on income from
employment and operations as well as real estate
tax. A tax reduction is granted at 30 percent of a
deficit not exceeding SEK 100,000 and at 21 percent
for any remaining part. The deficit cannot be carried
forward to a future fiscal year.

Limited Liability Companies

For limited liability companies, capital gains on
shares that are not held for business purposes are
taxed as business income at a rate of 28 percent.
Specific provisions apply to shares held for business
purposes. Capital gains on such shares are normally
tax exempt and losses non-deductible. Unlisted
shares, such as the class A shares, are deemed to
be held for business purposes. Listed shares, such
as the class B shares will be, are deemed to be heid
for business i.e. if the shareholding constitute a capi-
tal asset for the investor and the holding amounts to
at least 10 percent of the voting rights or is required
by the business conducted by the owner company
or another closely-associated company defined in
certain manner. In order for a capital gain on listed
shares to be tax exempt and a capital loss not to be
deductible, the shares must alsc have been held for
business purposes by the holder during a consecu-
tive period of at least one year prior to the sale.

For limited liability companies, a capital loss on
shares that is deductible”, may only be offset against
taxable capital gains on shares and other securities
that are taxed as shares. A capital loss may also, if
certain conditions are met, be offset against such
capital gains in companies of the same group, pro-
vided that the companies may carry out group con-
tributions between them. Capital losses that cannot
be offset during a particular year may be carried for-
ward and be offset against eligible capital gains in
subsequent tax years without limitation in time.

Tax issues in Sweden

Taxation of dividend

from Systems

For individuals, dividend from Systems will be taxed
in the capital income category at a rate of 30 per-
cent? and for limited liability companies in the busi-
ness income category at a rate of 28 percent. Divi-
dends on shares that are held for business purposes
are narmally tax exempt. In order for a dividend on
listed shares to be tax exempt under these provi-
sions, the shares must not be disposed of within one
year from the day the shares became held for busi-
ness purposes with its cwner. For individuals resident
in Sweden a preliminary tax of 30 percent is withheld.
The preliminary tax is generally withheld by VPC or,
for nominee-registered shares, by the nominee.

Net wealth tax

Shares listed on the O-list of Stockholm Stock
Exchange, as the class B shares of Systems will be,
are normally exempt from net wealth taxation. OMX
intends to introduce a joint list for the Nordic stock
exchanges owned by OMX, the OMX-list, that will
replace the A-list and the O-list. The new structure is
not expected to entail any tax consequences. Shares
that have previously been listed on the O-list are
expected o remain exempt from net wealth taxation.
This opinion has recently been confirmed by the
Council for Advance Tax Rulings in an advance tax
ruling that has become legally binding. Unlisted
shares, as the class A shares, are normally subject
to net wealth taxation. However, they are normally
only ascribed a taxable value to the extent that the
company conducts assets management®.

Shareholders with limited

tax liability in Sweden

A Swedish withholding tax is normally payable for
shareholders with limited tax liability in Sweden
receiving dividends on shares in a Swedish limited
liability company. Withholding tax will, however, not
be payable on the distribution of shares in Systems
since the distribution will be made under the “Lex
ASEA provisions”. The distribution may, however,
trigger taxation in the shareholder’s country of tax
residency.

1) Le. if the specific provisions on shares that are heid for business purpases do not apply.
2) The specilic provision stating that only five sixth of a dividend on shares in an uniisted company is subject to taxation is not applicable since the shares of

class B will pe iisted.

3) Itshould be noted thal the Net Wealth Taxation Act is currently under review, see SOU 2004:66.
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Tax issues in Sweden

Withholding tax will normally be payable on
dividends paid by Systems to shareholders with lim-
ited tax liability in Sweden. The statutory tax rate is
30 percent but is normally reduced under tax trea-
ties that Sweden has concluded with other countries
for the avoidance of double taxation. Most of Swe-
den's tax treaties in this context enable a reduction
of the Swedish tax to the treaty's tax rate immedi-
ately at the time of disbursement, provided that suffi-
cient information on the tax residency of the party
receiving the dividend is available. In Sweden, VPC
or, for nominge-registered shares, the nominee, nor-
mally handles the deduction of withholding tax.

If 30 percent withholding tax is withheld upon a pay-
ment to someone that is entitled to be taxed at a
lower tax rate, a refund may be requested from the
Swedish Tax Agency prior to the expiration of the
fifth calendar year after the distribution.

Swedish withholding tax is not payable on
dividends paid to certain foreign companies for
shares that are considered to be held for business
purposes due to the fact that they are unlisted or that

76

the holding amounts to at least 10 percent of the
voting rights and the holding has been of this
amount for at least 12 months before the dividend,
if the dividend would have been tax exempt for a
Swedish company under the tax provisicns on
shares held for business purposes.

Shareholders with limited tax liability in Sweden
that do not conduct operations from a permanent
establishment in Sweden are normally not taxed in
Sweden on capital gains upon the sale of shares.
However, shareholders may be subject to taxation in
their country of tax residency. According to a specia!
rule, however, individuals with limited tax liability in
Sweden may be subject to Swedish taxation upon
the sale of Swedish shares, if they at any time during
the year of the sale or the ten calendar year preced-
ing the year of the sale, were tax resident in Sweden
or permanently lived here. However, the applicability
of the rule is in several cases limited by tax treaties
between Sweden and other countries for the avoid-
ance of double taxation.
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Income statement

Financial year
MSEK Note 2005
Total sales 5 5,805.0
Production expenses 6,7.8 -3,658.0
Gross income 2,147.0
Selling and administrative expenses 6.7.8 -1.663.4
Operating income 593.6
Financial income and expenses 9 -78.8
Income before tax 515.0
Tax 10 -154.8
Net income for the year 360.2
Whereof attributable to:
Equity holders of the Parent Company 359.4
Minarity interest 08

360.2
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Balance sheet
MSEK Note 31 Dec 2005
ASSETS
Fixed assets
Buildings and land 1" 17.2
Machinery and equipment 11 272.6
Goodwill 12,13 2,438.9
Acquisition relaled intangible assets 13,14 226.7
Other intangible assels 15 59.2
Deferred tax assels 10 120
interest-bearing financial fixed assets 14
Cther long-term receivables 5.2
Total fixed assets 3,033.2
Current assets
Inventories 16 409.2
Accounts receivable 17 1,181.3
Current receivables with Group companies 838.6
{ncome taxes recoverable 79
Other current receivables 18 186.6
Cash equivalents 365.4
Total current assets 2,989.0
TOTAL ASSETS 6,022.2
SHAREHOLDERS’ EQUITY AND LIABILITIES
Shareholders’ equity
Share capital 18 0.5
Other capital contributed 0.1
Other reserves 101.7
Retained earnings -1,620.5
Shareholders' equity attritubable to equity holders to the Parent Company -1,518.2
Minority interasts 9.5
Total shareholders' equity -1,508.7
LIABILITIES
Long-term liabilities
Long-term loan fiabilities 0.4
Other long-term liabilities 0.1
Deferred tax liability 10,21 86.5
Provisions for pensions and similar commitments 20 413
Other provisions 21 42.5
Total long-term liabilities 170.8
Current liabilities
Other short-term loan liabilities 145
Accounts payable - trade 380.1
Income lax tiabilities 43.8
Current liabilities to Securitas Group companies 3.562.3
Liabilities due to intra-Group reorganization 4 2,313.9
Other current liabilities 22 1,045.5
Total current fiabifities 7,360.1
TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 6,022.2
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Changes in shareholders’ equity

Shareholders’ equity attributable to shareholders of the Parent Company

Statutory Translation Retained Minority

MSEK Share capital reserve raserve earnings Total interests Total
Opening balance 2005 05 0.1 - -5,656.3 -5,655.7 89 -5646.8
Translations differences - - 101.7 - 101.7 0.4 102.1
Actuarial gains and losses after tax - - - -6.5 -6.5 - -8.5
Net income/expenses

recognized directly in equity - - 101.7 -6.5 95.2 04 95.5
Netincome for the year - - - 359.4 359.4 08 360.2
Total change excluding transactions

with equity holders - - 101.7 352.8 454.5 1.2 455.7
Group contributions,

dividends and similar posts® - - - -207.8 -207.6 - -207.6
Shareholders's contribution

received from Parent Company - - - 3.890.7 3,890.7 - 3,890.7
Dividend Lo minority interest - - - ~ - -0.7 -0.7
Closing balance 2005 0.5 0.1 101.7 -1,620.5 -1,518.2 9.5 -1,508.7

1) Refers to transactions directly carned out against equity between Securitas Systems companies and other companies included in the Securitas Group.

Statement of recognized income and expenses

31 Dec 2005
Attributable to
shargholders of Minority
MSEK the Parent Company interests Total
Income and expenses recognized directly in equity
Actuarial gains and losses after tax 8.5 - -6.5
Translations differences 101.7 0.4 102.1
Total income and expenses recognized 95.2 0.4 95.5
Net Income for the year 359.4 0.8 360.2
Total income and expenses for the period 454.6 1.2 455.7
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Appendix to the Interim Report: Combined financial statements 2005

Financial year

Note
Operating aclivities
Income before taxes 515.0
Adjustments for non-cash items, etc. 25 137.6
652.5
Tax paid -55.6
Cash flow from operating activities before
working capital changes 596.9
Cash flow from working capital changes
Increase of inventories —68.3
Increase of operating receivables ~292.4
Decrease of operating liabilities ~154.3
Cash flow from operating activities 81.9
investing activities
Acqusistion of subsidiaries 13 -336.0
Purchase of intangible fixed assets -29.1
Purchase of property, plant and equipment -126.1
Cash flow from investing activities —491.1
Financing activities
Shareholders’ contributions received 3,890.7
Repayment of foans -3,511.1
Dividend(s) paid -75.6
Cash flow from financing activities 304.0
Cash flow for the year -105.2
Cash and cash equivalents at the beginning of the year 451.6
Exchange rate differences in cash and cash equivalents 18.0
Cash and cash equivalents at the end of the year 365.4
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NOTE 1 ACCOUNTING PRINCIPLES

Securitas Systems AB has applied the International Financiat
Reporting Standards, iFRS (formerly (AS) as adopted by the
European Union (EU) from 1 January 2005, Securitas Systems
AB also applies the Swedish Financial Accounting Standards
Councit’s Recommendation 30 - Supplementary Reporting
Rulss for Groups and the Swedish Annuat Accounts Act. The
consolidated financial statements are prepared in accordance
with the cost methad, except as regards intra-Group acquisi-
tions see below. ‘Business combinations involving companies
under common cantrof’,

Estimates and assumptions

The preparalion of financial reports requires the Group to make
certain estimates and assumgtions. These assessments and
assumptions will impact both the statement of income and the
balance sheet as well as disclosures such as contingent liabili-
lies. Aclual results may differ from these estimates under differ-
ent assumptions or conditions.

Areas involving significant use of estimates and assumplions

inctude:

- The valuation of identifiable assets and liabilities in connec-
tion with the acquisition of subsidiaries/operations.

- The testing of goodwill and other acquisition related
intangible fixed assets for ympairment.

- The actuarial calculations regarding employes benefits such
as pension and healthcare benefits.

— The valuation of provisions other than employee benefits and
risk reserves.

- Theimpact on the Group’s financial position from ongoing
litigation and the valuation of contingent liabilities.

Adoption and impact of other new and revised IFRS
As per 31 December 2005, the following standards had been
published but had not yet come into effect:

Standards and interpretations that came into effect on

1 December 2005:

IFRIC 6 Liabilities arising from Participating in a Specific Market
- Waste Electrical and Efectronic Equipment.

Standards and interpretations that came into effect on

1 January 2006:

1AS 19 amendment - Actuarial Gains and Losses, Group Plans
and Disclosures.

IAS 21 amendment - Net Investmant in a Foreign Operation.
IAS 39 amendment - Cash Flow Hedges of Forecast Intra-
Group Transactions.

IAS 39 amendment ~ Fair Value Option.

1AS 39 and IFRS 4 amendment - Financial Guarantee Contracts.
{FRS 6 Exploration and Evaluation of Mineral Resources.
IFRIC 4 Determining Whether an Arrangement Contains a
Lease.

IFRIC 5 Rights to interests Arising from Decommissioning,
Restoration and Environmental Funds.

Standards and interpretations coming into effect guring 2006:
IFRIC 7 Applying the Restatement Approach under 1AS 29
Financial Reporting in Hyperinflationary Economies (came into
effect: 1 March 2006).

IFRIC 8 Scope of IFRS 2 (came into effect: 1 May 2006).

IFRIC 9 Reassessment of Embedded Derivatives (came into
effect: 1 June 2006).

IFRIC 10 Interim Financial Reporting and Impairment {comes
into effect: 1 November 2006).

Standards and interpretations coming into

effect on 1 January 2007:

IAS 1 amendment - Amendments re Capital Disclosures.
IFRS 7 Financial Instruments: Disciosures.
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These standards and interpretations are expected only to affect
disclosure requirements for Securitas Syslems AB in applicable
cases.

Scope of the combined financial statements
The combined financial statements include subsidiaries in
which the Parent Company. Securitas Sysiems AB, directly or
indirectly holds more than 50% of the votes, or in any other man-
ner exercises a cantrolling influence. Subsidiaries are all com-
panies in which Securitas Systems AB has the right to formulate
financial and operational strategies in a manner normally asso-
ciated with ownership of mare than half of the voting rights.
The combined financial statements are in agreement with
the financial position, results of operations and cash flow in
Securitas Systems AB and in those companies reporting within
Securitas AB's segment “Systems”.

Business combinations involving

companies under common control

Althe end of 2005 and during 2006, Securitas Systems AB exe-
culed a number of transactions with other companies within the
Securitas AB Group, the purpose of which was to create a legal
structure reflecting the operating organization within Securitas
Systems,

A business combination involving companies or operations
under common contral is & business combination in which the
combining entities remain under the ultimate control of the
same party or parties both before and after the business combi-
nation, and such control is not temporary. In the absence of
more specific guidance in IFRS, Systems consistently reports all
business combinations involving companies under common
control at historical carrying amount within the Securitas AB
Group, an application of the so-called 'predecessor basis', As a
result, all companies acquired by Securitas Systems AB during
2005 and 2006 are reported as if they had been included in the
Group from 1 January 2005.

Purchase method (IFRS 3)

The purchase method is utilized for the accounting of acquisi-
tions of subsidiaries within the Group. This method entails that
the acquisition cost of shares in subsidiaries be eliminated
against equity in the respective subsidiaries at time of acquisi-
tion, including the portion of equity in untaxed reserves, Equity
in the acquired company is determined on the basis of the fair
value of assets and liabilities on the date of acquisition. Accord-
ing to the purchase methad, only the portion of equity in the
subsidiary that is accrued after the date of agquisition is
included in the Group's equity. The surplus, defined as the dif-
ference between the acquisition cost and fair value attributable
to the Group's participation in the identifiable net assets of the
acquired subsidiary, is reported as goodwill. If the acquisition
cost is less than the value of the acquired net assets, the differ-
ence is reported directly in the statement of income. Costs
directly attributable to the acquisition are included in the acqui-
sition value and, therefare, in the determination of goodwill.
Companies acquired during the year are included in the consol-
idated statement of income as from the date of acquisition.
Companies sold during the year are deconsofidated as from the
date of divestment.

Net income for the year is included in the statement of
income without deduction for minority interests' share of income
for the year. Minority participation in the equity of subsidiaries is
reported as a separate item in the Group's equity in the balance
sheet. Negative minority participation, a receivable with a minor-
ity, is reparted only when there is a lega! obligation for the minor-
Wy to cover reported losses.

Translation of foreign subsidiaries (IAS 21)

The functional currency of each of the Group's companies is
normatly determined by the primary economic environment in
which the campany operates, that is, the currency in which the



company primarily generates and expends cash, The reporting
currency of the Group, that is, the currency in which the cansoli-
dated financial statements are presented, is the Swedish krona
(SEK). The transiation of the financial statements of each for-
eign subsidiary takes place as follows: Each month's statement
of income is transiated using the exchange rate prevailing on
the last day of the month, which means that income for each
month is not affecled by foreign exchange fluctuations during
subsequent periods. Balance sheets are transtated using
exchange rates prevailing at each balance sheet date. Transia-
tion differences arising in the transiation of balance sheets are
posted directly to equity and thus do not impact net income for
the year. The translation difference arising due to the translation
of statements of income at average rates and the transiation of
balance sheets at closing date exchange rates is posted
directly to equity. Where loans denominated in foreign currency
have been raised to reduce the Group’s fareign exchangestrans-
lation exposure in foreign net assets and these loans meet the
requirements for hedge accounting, any exchange rate differ-
ences on such loans are recognized in equity together with the
exchange rate differences arising from the translation of foreign
net assets.

Intra-Group transactions {IAS 24 and IFRS 3)

Pricing of deliveries between Group companies is determined
using normal business principles. Intra-Group receivables and
liabilities, as well as transactions between Group companies
and the resulting internal income, have been eliminated.

The term “"Group companies” refers 10 alf companies which
Securitas Systems AB owns or controls according to the defini-
tion above in ‘Scope of consolidated financial staterments’. All
relationships with other Securitas companies are treated as
external.

Revenue recognition (IAS 11 and 1AS 18)

The Group's income s attributable to various types of alarm
monitoring services and the sale of alarm products. Income
attributable to alarm monitoring services, primarily from various
types of subscriptions. is reported in the period in which it is
earned. For alarm installations compleled and alarm assign-
ments, the income and expenses atiributable 1o the assignment
are reported as income and expenses in proportion to the
degree of complgtion of the assignment as per balance sheet
date using the percentage of completion method. The degree
of completion of an assignment is determined by comparing
the expenses incurred on balance sheet date with the estimated
totat expenditure, In the event the outcome of an alarm instalfa-
tion or alarm assignment cannot be estimated in a reliable man-
ner, income is reported only to the extent to which it corre-
sponds o expenses incurred for the assignment and for which it
is likely that the Company will be reimbursed by the client. Any
anticipated losses on an assignment are immediately reported
as costs.

Other revenue is earned and recognized as follows:

~ Interest income is reported in the statement of income in the
period to which it refers based on the effective interest
method.

— Dividends received are reported in the statement of income
when the right ta receive the dividend is deemed to be cer-
tain.

Segment reporting (IAS 14)

According to 1AS 14, a business segment provides products or
services which are subject to risks and which provide a return
differing from other segments. Securitas Systems has deter-
mined that its primary business segments compriss the geo-
graphic markets US/UK/Ireland and Europe. These two busi-
ness segments feature structural similarities with respect lo
clients, bul differ from one another respecting market structure
ang regulations. internal cosis and internal sales revenues in
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the segments are based on the actual internal sales between
the segments. The Group has an internal pricing policy based
an the internal pricing guidelines for multinational companies
and tax administration pubfished by the OECD. All relationships
based on this policy are supported by wrilten agreements
between the parties involved, The concept is based on a speci-
fication of function and risk between the different units within
Securitas Systems. Profits are allocated according to the func-
tions generating the profits, the risks undertaken and available
industry comparisons. Non-allocated expenses are reported
under the heading ‘Other’, which comprises costs for common
Group functions, including research activities common to the
Group. There are no secondary business segments, as opera-
tions are integrated and comprise a single business segment.

Accounting for Government Grants and Disclosure of
Government Assistance (IAS 20)

Securitas, as welt as other employers, are eligible for a number
of employee-related grants. These grants refate to training,
incentives for hiring new staff, reduction of working hours, etc.
All grants are accounted for in the statement of income as a
cost reduction in the same period as the related underlying
cost.

Taxes (IAS 12)

Provisions are made for all taxes expected to be assessed on
income for the year, including deferred tax. Deferred tax is cal-
culated in accordance with the liability method. Deferred taxis
tased on net changes in temporary differences between the
carrying value and taxable value of assets and liabilities. The
calculation of deferred tax liabilities and deferred tax assets is
recognized in the same manner as the underlying transactions
were recognized as of balance sheet date, and refers to ali tax-
able temporary differences provided they do not pertain to
goodwill or shares in subsidiaries. Anticipated tax rates are
applied in the years in which the temporary differences are
likely 1o be reversed. A deferred tax asset is recognized when it
is probable that sufficient taxable income will arise against
which the deferred tax asset can be offset. Deferred tax assets
are valued as of balance sheet date. Any previously non-valued
deferred tax assets are recognized when it is expected that they
will be utilized against any future taxable income.

Current and deferred taxes are reported directly against
equity if the relevant underlying transaction or event is reported
directly against equity in the period or previous period, if the
amount pertains to an adjustment of an cpening balance of
retained earnings as the result of a change in accounting prin-
ciples, or if the amount relates to exchange rate differences in
the translation of the balance sheets of foreign subsidiaries that
are reported in equity.

Cash Flow Statement (IAS 7)

The statement of cash flow has been prepared in accordance
with the indirect method. Cash and cash equivalents include
cash and bank deposits, as well as short-term investments with
a maximum duration of 80 days at the tirme of initial recognition.
Blocked funds in bank accounts are not included in cash and
cash equivalents.

Receivables and fiabilities in foreign currencies (IAS 21)

When preparing the financial statements of individual compa-
nies, receivables and liabilities denominated in foreign currency
are translated using the exchange rates prevailing at each
balance sheet date.

Goodwill and other acquisition related intangible assets (IFRS
3, IAS 36 and IAS 38)
in accordance with the provisions of IFRS 3:
- The Securilas Group ceased amortization of goodwill from
1 January 2004. Securitas Systems has taken over the good-
wil) attributable to the Systems Group per 1 January 2005 in
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accordance with lhe above description of business combina-
tions involving entities under common contral.

- From the year ended 31 December 2004 onwards, goodwilt is
tested for impairment annually and when there are indications
of impairment.

The Graoup has reassessed the useful lives of its intangible
assets in accordance with IAS 38. No adjustment resulted from
this reassessment.

Goodwill represents the positive amount by which the cost of
an acquisition exceeds the fair value of the Group's share of the
identifiable net assets of the acquired subsidiary/opsrations at
date of acquisition. Goodwill is tested annually for impairment
and carried at acquisition cost less accumulated impairment
losses. Gains and losses on the disposat of an entity include the

_ carrying amount of goodwill attributable to the entity sold.

Other acquisition-refated intangible assets which may be
reported in conjunction with an acquisition include varicus types
of intangible fixed assets, such as marketing-refated, customer-
related, contract-related and technology-based intangible
assets. Other acquisition-related intangible assets normally
have a limited useful life, These assets are recognized at fair
value on the dale of acquisition and, subsequently, are carried
at acquisition cost less accumulated amortization and any
accumulated impairment losses.

Assets are amortized on a straight-line basis over their esti-
mated useful lives. Securitas Systems' acquisition-related fixed
assets relate mainly to customer contract portfolios and associ-
ated customer relationships. The valuation of the customer con-
tract portfolios and associated customer relationships is based
on the Multiple Excess Earnings Method (MEEM), which is a
valuation mode! based on discounted cash flows, Valuation is
based on the churn rates and profitability of the acquired port-
folio at the time of acquisition. In the model, a specific cost or a
yield requirement, called the contributory asset chargs, is
applied for those assets utilized in order that the intangible asset
can generate a yield. Cash flows are discounted on an after-{ax
basis using the Weighted Average Cost of Capital (WACC)
adjusted for local interest rate levels in the countries of acquisi-
tion. The useful life of customer contract portfolios and associ-
ated customer relationships are based on the churn rate of the
acquired portfolio and are normally within the range of 310 5
years, corresponding to an annuat amortization of 20 10 33.3
percent.

A deferred tax liability is calculated at the iocal tax rate on
the difference between the carrying value and tax value of the
intangible asset. The deferred tax liability is amortized over the
same period as the intangible asset, which has the effect of
neutralizing the impact of amortization on the intangible asset
as regards the full tax rate on income after tax, The initial recog-
nition of this deferred tax liability increases the amount of good-
will. Goodwilt and other acquisition-refated intangible fixed
assets are allocated to cash-generating units (CGU) on a teve!
equivalent to the level on which Securitas monitors perfor-
mance, that is, per country in a division (segment). This alioca-
tion is also the basis for annual impairment testing.

The amortization of acquisition-related intangible assets is
reported in the statement of income under sales and adminis-
tration costs.

Acquisition related restructuring costs

Acquisition-related restructuring costs are costs that are either
recognized on a cash basis, that is, in the period in which the
corresponding payment is made, or costs that are recaognized
as provisions for restructuring in accordance with IAS 37. The
costs that have been recognized in the statement of income
refer entirely to costs recognized on a cash basis, and thus no
provisions are established.
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Other intangible assets (JAS 36 and IAS 38)

Other intangible fixed assets, i.e. other than goodwill and acqui-
sition-related assets, are recognized if it is probable that the
expected future economic benefits attributable 1o the assets will
accrue to the Group and that the cost of the assels can be mea-
sured reliably.

Other intangible fixed assets normally have a limited useful
life. These assets are recognized at cost and subsequently car-
ried at cost less accumulated amortization and any accumu-
lated impairment losses.

Straight-line depreciation s applied for all asset classes, as
folfows:

Software licenses

Other intangible fixed assets

12.5-33.3 percent
20-33.3 percent

Rental rights and similar rights are amortized over the same
period as the underlying contractual period.

Estimated usefu! lifetimes are assessed annually. Revisions
are made when deemed necessary.

Tangible fixed assets (IAS 16 and IAS 36}

Tangible fixed assets are recognized at acquisition cost and
subsequently carried at cost less accumulated depreciation
according to plan and any accumulated impairment losses.
Additional expenses are capitalized as a portion of the fixed
asset's acquisilion cost if it is deemed that underlying measures
will increase the value of the asset. Depreciation according lo
plan is based on histarical acquisition cost and the estimated
useful life of the asset.

The straight-line depreciation method is applied as follows for
all asset classes:

Machinery and equipment 10-25 percent
Buildings and land improvements 1.5-4 percent
Land 0 percent

Estimated useful lifetimes are assessed annually. Revisions are
made when deemed necessary,

Impairment (IAS 36)

Assets having an indefinite useful life are not subject to amorti-
zation and are tested annually for impairment. Assets subject to
amortization are reviewed for impairment whenever events or
changes in circumstances indicate that their recoverable
amount is not equivalent to their book value. Animpairment loss
is recognized in the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair vaiue less selling costs
and its value in use.

Value in use is measured as the current value of expected
future cash flows. The calculation of value in use necessitates
that a number of assumptions and estimates be made. The
main assumptions concern organic sales growth, development
of the operating margin, utilization of operating capital, and the
refevant WACC rale used to discount future cash flows. For the
purposes of impairment testing, assets are grouped at the low-
est levels at which they can be separately identified in terms of
cash flow (cash-generating units).

Previously recognized impairment logses, with the exception
of impairment losses related to goodwill, are reversed only if a
change has occurred regarding the assumptions forming the
basis of the determination of the recoverable amount when the
impairment loss was recognized. If this is the case, a reversal of
the impairment {oss is carried out in order ta increase the book
value of the impaired asset to its recoverable amount. A reversal
of g previous impairment loss is recognized only to the extent
that the new book value does not exceed the book value (after
depreciaticn and amortization) the asset would have had if the
initial impairment loss not been recognized. Impairment losses
referring to goodwill are never reversed.




Leasing agreements (IAS 17)

A financial lease Is a leasing contract in which the Group, as the
lessee, essentially enjoys the economic benefits and bears the
economic risk associated with the leased asset, Assetls held
under financial leases are accounted for as fixed assets in the
consolidated balance sheet. The net present value of the corre-
sponding obligation to pay leasing fees in the future is reported
as a liability. The asset held under a financial lease, and its cor-
responding obligation, is reported at the lowest of fair value and
the present value of the minimum leasing fees. In the consoli-
dated statement of income, leasing payments are divided
between depreciation and interest.

The operational tease agreements in which the Group is les-
see are reported in the consolidated statement of income as an
operating cost. Where the Group is fessor, income is reported
as sales in the period in which the leasing takes place. Depreci-
ation is reported in operating income.

Accounts receivable - trade

Accounts receivable - trade are initially reported at fair value
and thereafter at amortized caost, net after provisions for
expected bad debt losses. Expected and recognized bad debt
losses are included in the line ‘Production Expenses’ in the
statement of income. Payments received in advance are
accounted for under 'Other current liabilities’.

Inventories (IAS 2)

Inventories are valued at the lower of acquisition cost and net
realizable value, according to the FIFQ (first-in, first-out) princi-
ple. Acquisition costs for finished goods and work-in-progress
consists of material costs of acquisition, direct salaries and
other direct expenses. Net realizable value is the estimated
sales price in operating activities, with deductions for variable
selling expenses. The necessary deductions for obsclescernce
have been made.

Financial instruments: Recognition and Measurement

(1AS 39") - adopted from January 2005

The Group designates its financial instruments in the following
categorigs:

Financial assets at fair value through profit or loss, including
all derivatives with positive fair value not designated as
hedging instruments.

Loans and receivables.

Held-to-maturity investments.

Available-for-sale financiat assets.

Financial liabilities at fair value through profit or loss, including
all derivatives with negative fair value not designated as
hedging instruments.

Other financial liabilities.

Derivatives designated for hedging.

]

i

i

i

¥

4

i

Securitas Systems applies transaction date reporting.

The designation depends on the purpose for which the finan-
cial instrument in question is acquired. Management deter-
mines the designation of the Company's financial instruments at
initiat recognition and re-evaluates this designation at each
reporting date. The Group currently has only Loan receivables
and Other receivables as well as Other financial liabilities.

Reporting of “Financial assels valued

at fair value through profit or loss”

Securitas Systems has only current investments as cash and
deposits in this category and foreign exchange derivative instru-
ments with positive market value, held for the purpose of hedg-
ing future commercial cash flows. Assets are classified on an
ongoing basis at fair value and changes in value attributable to
short-term investments are reported among financial items in
the income statement. Outstanding derivative instrumeants
assels categorized as hedging instruments in cash flow hedg-

1) Refers 10 1AS 39 in its current version as adopled by the European Lnion.
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ing and which qualify for hedge accounting are valued at fair
value in the balance sheet. Changes in value are reported in
equity as they arise and are reported in the income statement in
the same period in which they arise. :

Derivative instruments that are not categorized as hedging
instruments in @ hedge relationship or that do not qualify as
hedging instrumentts, are valued at fair value in the balance
sheet. Changes in vatue are reported among financial items in
the income statement as they arise.

Reporting of "Loans and other receivables”

Operating receivables are classified as "Loans and other
receivables”. These are inftially valued at fair value and there-
after at accrued acquisition cost according to the effective
interest method.

Reporting of “Available-for-sale financial assels”

Securitas Systems currently has no investments in this category.
When assets in this category are held, the assets are valued at
fair value, but re-measurements are reported immediately
against shareholders' equity when the assets have a listed mar-
ket price on an active market or when the value can be deter-
mined in a reliable manner. If the fair value cannot be reliably
established, the assel is valued al acquisition cost. However,
write-downs are performed when there is objective evidence of
impairment. When the asset is sold, the results of the transac-
tien, including previous re-measurements, are reported directly
in equity.

Reporting of "Financial liabilities
at fair value through profit and loss”
Within this category, Securitas holds only foreign exchange
derivative instruments, with negative fair value and with the aim
of hedging future commercial cash flow. Qutstanding deriva-
tives that are categorized as hedging instruments in cash flow
hedging and that qualify for hedge accounting are currently val-
ued at fair value, and changes in value are reported in equity as
they arise. The effects of these changes in value are eliminated
from equity and reported in the income statement in the same
period in which they arise.

Derivatives that are not categorized as hedging instruments
in a hedge relationship or that do not qualify as hedging instru-
ments are reported in Net financial income/expenses.

Reporting of “Other financial liabilities”

This calegory includes borrowings and operating liabilities.
Liabilities in this category are valued at amortized cost with the
application of the effective interest method,

Securitas Systems applies the Benchmark Treatment stated
in 1AS 23, Borrowing Costs, which stipulates that borrowing
costs are {0 be recognized as an expense in the period in which
they are incurred. Borrowing costs are eliminated in the books
as the loans are repaid.

Held-to-maturity investments

Securitas Systems currently holds no assets belonging to this
category. Held to maturity investments are non-derivative
financial assets with fixed or determinable payments and fixed
maturities that the Group's management has the intention and
capability to hold to maturity.

Employee benefits (IAS 19)

The Group operates or participates in a number of defined con-
tribution pension employee benefit plans. Defined contribution
plans are plans for remuneration after termination of employ-
ment in accordance with which the company pays determined
contributions to a separate legal enlity, and, subsequently, has
neither a legal nor informal obligation to make further payments.
Payments under defined contribution plans are recognized in
the period in which the employees have rendered Lheir services.
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The expense reported carresponds with the contributions paid
during the period in question. Calculations for the defined bene-
fit plans existing in a few countries (Norway, France, Germany,
Finland and Austraiia) are carried out yearly by independent
actuaries. Costs for defined benefit plans are estimated using
the Projected Unit Credit method, such that the costs are distrib-
uted over the employee's period of employment. Obligations are
valued at the present value of the expected future cash flows
using a discount interest rate corresponding o the interest rate
on high quality corporate bonds or goverament bonds with a
remaining term that is approximately the same as the term of
the obligations. Plan assets are measured at fair vatue. If
accounting for a defined benefit plan results in a balance sheet
asset, this is reported as a net asset in the consolidated bal-
ance sheet under Other long-term receivabies. Otherwise it is
reported as a provision under Provisions for pensions and simi-
lar commitments. Costs related to defined benefit plans, includ-
ing the interest element, are accounted for in operating income,
Provisions for pensions and similar commitments are not
included in net debt.

The Group applies the addendum (o IAS 19 which means
that actuarial gains and losses are reported in equity, instead of
being distributed over the employee’s period of employment in
the statement of income. Comparable figures for 2005 have
been adjusted in regard to this.

Provisions (IAS 37)
Provisions are recognized when the Group has a present obli-
gation as a result of a past event and itis probable that an out-
flow of resources entailing economic benefits will be required to
settle the obligalion, and a reliable estimate can be made of the
amount of the obligation.

Warranty provisions are recorded in the period in which the
sale to which the warranty applies takes place, and are calcu-
lated according to historic costs for equivalent obligations.

Other

Amounts presented in the tables and elsewhere have each
been rounded off. Consequently, minor differences may arise in
calculations of totals.

NOTE 2 TRANSITION TO INTERNATIONAL

FINANCIAL REPORTING STANDARDS (IFRS/IAS)
n June 2002, the EU Councii of Ministers introduced the so-
called International Accounting Standards ("/AS"), now known
as International Financial Reporting Standards (“IFRS”), requir-
ing all listed companies within the EU to maintain consolidated
accounts in agreement with IAS/IFRS, Securitas Systems has
voluntarily chosen to apply tFRS/NIAS in its Group accounts.

Securilas Systems adopted IFRS from 1 January, 2005. As
Securitas Systems has not previously presented external public
Group accounts, no comparative figures have been calculated.

The transition to IFRS increased 2004 's annual operating
profivloss after amortization by MSEK 123, of which MSEK 126
consisted of reversed goodwill amortizations. In the balance
sheet, goodwill increased by MSEK 70 and other intangible
assets by MSEK 208.

Optional exemptions
IFRS 1 ("First-time Adoption of International Financial Reporting
Standards”) includes twelve optional exemptions for the adop-
tion of IFRS. Securitas Systems has chosen to make use of one
of these exemptions:
- Cumulative translation differences for all fareign operaticns
are deemed to be zero at the date of transition to IFRSs
(1 January 2005).
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Impact of transition to International Financial

Reporting Standards

The impact of the adoption of IFRS on Securitas Systems, com-
pared with earlier accounting principles, is as follows:
Cumulative translation differences

In accordance with IAS 21, the functional currency of a foreign
subsidiary determines the manner in which a subsidiary's
income and balance sheet are translated into the Group's
reporting currency during consclidation of the subsidiary. The
previous classification of subsidiaries as independent and
dependent ceases with the adoption of 1AS 21. With adoption of
IAS 21, each month's income is translated using the exchange
rate prevailing on the last day of the month. Balance sheets are
translated using exchange rates prevailing at each balance
sheet date. Translation differences arising in the conversion of
balance sheets are posted directly to equily and, thus, do not
affect income for the year. Upon sale of a subsidiary, accumu-
lated transtation differences continue to impact capital gains.
Cumulative translation differences are calculated from 1 Janu-
ary 2005, see Optional exemptions above.

Application of IAS 39 as of 2005 - Financial Instruments:
Recognition and Measurement

1AS 38 “Financial instruments: recognilion and measurement”
is appticable from 1 January 2005. However, Securitas Systems
holds no financial derivative instruments, and the current valua-
tion and classification of the financial instruments held by
Securitas Systems is not affected by the adoption of I1AS 39.

Reconciliation of differences during financial year 2005

As Securitas Systems did not publish consolidated accounts in
accordance with the recommendations of the Swedish Financiat
Accounting Standards Council in 20085, no theoretic description
of the differences occurring for the financial year 2005 has been
submitted.

NOTE 3 FINANCIAL RISK MANAGEMENT

Financial risk management

Securitas Systems is subject to risk exposure related 1o financial

instruments such as fiquid resources, accounts receivables,

accounts payable — trade and loans. Risks related to these

instruments are above all:

— Interest rate risks regarding liquid resources and loans

- Refinancing risks regarding the Company's future capital
requirements

- Foreign exchange risks on income

The Board of Directors of Securitas AB has adopted a financial
policy and a credit policy for the entire Securitas Group regulat-
ing the manner in which these risks should be managed and
reviewed, Among other things, risk management is carried

out with the aid of derivatives in agreement with fixed limits in
the financial policy. As a subsidiary of the Securitas Group,
Securitas Systems follows this financial policy.

Financial risk management has largely been centralized to
the Group Treasury Center (the Securitas Group's financial
department) in Dublin.

The Securitas Group's policy includes further guidelines
covering the management of operative risks linked with the
management of financial instruments, for exampie, a clear allo-
cation of responsibility and assignments and the allocation of
authorization rights.

Financial risk factors

The Group Is exposed to financial risks such as interest rate
risks, foreign exchange risks, financial risks and credit risks as a
result of the business activities it carries out,



Interast rate risks .

Interest rate risks refers to the risk thal the Group's income will
be negatively affected by variations in interest rale levels. The
Group's revenue and cash flow from business activities are
significantly dependent upon variations in market interest rate
levels. A rising rate of interest constitutes a risk primarily through
the reduction of customers' readiness to invest. Furthermore,
certain balance sheet items are exposed to interest rate risks
such as cash and short-term investments.

The aciual historical financing of the business is included in
the combined financial accounting records. This picture of
financing is not representative of Systems’ Group on a stand-
alone basis.

Foreign exchange risks

Translation risk

Translation risk is the risk that the SEK value of equity in foreign
currencigs will fluctuate as a result of changes in exchange
rates. As a large number of subsidiaries are active abroad, the
Group's balance sheet and statement of income are impacted
by exchange rates when foreign currencies are translated into
SEK. This risk exposure cannot be secured as subsidiaries pri-
marily work using the local currency and their competitive situa-
tions are not affected by changes in exchange rates, and due to
the fact that the Group. as a whole, has a broad geographical
distribution. The main currencies that the company is exposed
to are SEK, EUR, GBF and USD.

Transaction risk
As transactions between countries are limited, only limited
hedging of risk exposure takes place.

Financial risks

Financial risk refers 10 an inability to meet short-term payment
commitments. The Group’s short-term liquidity can be secured
by maintenance of a liquidity reserve (cash and bank balance,
short-term investments and the unused part of affirmative loan
facilities) equivalent to a minimum of five percent of the Group's
annual sales. Follow-up and review of this is carried out on the
Group level by the Group Treasury Center.

Credit risks
Credit risks can be divided into credit risks in accounts receiv-
ables and financiat credit risks.

Credit risks in accounts receivables

The value of outstanding accounts receivables totals MSEK
1,181. Any provisions regarding losses are made according to
individual assessments, and totaled MSEK 16 at 31 December
2005. Accounts receivables include no significant credit risk
concentrations. The Group's credit granting poficy includes
rules intended to ensure that management of customer credit
covers ratings, credit ceilings, decision thresholds and manage-
ment of possible bad debts in order to ensure that sales are
made to clients with suitable credit ratings. No concentration of
credit risk occurs as the Group has a large number of clients in
several countries.

Financial credit risks

The Securitas Group has established principles to imit the size
of credit risk exposure with every single bank or other similar
counterparty. investments of liquid funds can only take place in
government securities or be invested with banks with high
official credit ratings. (n order to limit credit risks, transactions
primarily take place with banks with high official credit ratings or
with Securitas A8,
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Fair value of assets and liabilities

For those assets and liabilities taken up in Securitas Systems'
balance sheet, no distinction is made between recorded and
assessed fair value.

NOTE 4 TRANSACTIONS WITH RELATED
PARTIES /INTRA-GROUP REORGANIZATION

During the year, Securitas Systemns has surveyed its existing
relations with related parties and transactions with such related
parties as defined in International Accounting Standard 24,
Disclosure of related partigs. Other companies within Securitas
Group AB, members of the Parent Company’s board, the
Group's senior management and close family members of
these persons are considered refated parties. Companies in
which a significant share of votes are directly or indirectly held
by the persons named above or companies in which they may
have a significant influence are alsc considered relaled partigs,

The managerial body of Securitas Systems was employed in
Securitas AB in 2005. Securitas AB invoiced companies within
the Securitas Systems segment MSEK 73 in management fees
for managerial functions, administrative services, licensing fees,
etc.

Transactions with other companies within Securitas Group
AB, but not within Securitas Systems Group AB, as per 31
December 2005 are summarized in the table below:

The management of Securitas Systems was 2005 employed
by Securitas AB. For management, administrative functions,
licence fees etc, companies in the Securitas Systems division
have paid MSEK 73 in management fee to Securitas AB.

Sales to other companies within the Securitas Group AB
Sales 458
(of which Securitas AB) 0

Receivables and liabilities to other companies within the
Securitas Group AB are classified as short-term and reported
on a separate line in the balance sheet. These are intended to
be reguiated in connection with the listing of Securitas Systems
in September 2008. Certain transactions with other companies
within the Securitas Group are interest bearing according to the
character of the transaction. Transactions with related parties
are carried out under market conditions.

The internal acquisitions were reported according to the so-
called predecessor basis, that is to say, as if they had been part
of the Group since 1 January 2005, regardless of when the
acquisition took place. The batance sheet of 31 December 2005
includes an intra-Group reorganization liability of MSEK 2,314,
which refers to the acquisitions legally carried out during the
first and second quarters of 2006,

A brief description of acquired companies under common
control is presented below:

Systems companies provide integration of security systems
for companies. The companies supply complete security solu-
tions lailored to the specific requirements of each individual
customer. Among the companies' products are various security
systems such as CCTV, access control, intrusion and fire sys-
tems. However, the greater part of the companies’ net sales is
generated by services such as the design, installation and
maintenance of systems and the provision of video surveiltance
services, alarm monitoring and customer service functions.

Delivery of Securitas Systems’ products and services to
its customers takes place via a country-based organization.
Operations are conducted in the internally acquired companies
in Sweden, Norway, Finland, Denmark, Germany, the Nether-
lands, Belgium, France, Switzerland, Great Britain, freland,
Spain, Portugal, the US and Hong Kong.

PACOM, with its main business in Australia, develops prod-
ucts for access control, among others.
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NOTE 5§ SEGMENT REPORTING

SEGMENT OVERVIEW

The systems operations are divided into two different segments,
in which US/UK/ireland comprise one segment and Europe
(excluding UK and frefand) comprises the other segment. These
two segments have a similar structure as regards client compo-
sition but are different in terms of, for example, market structure
and market regulation. The American market has no really large,
national layers in this field. The larger product companies often
provide the major portion of the sales work to the final customer
for whom the subsequent installation is implemented by local
companiegs. This is a structurg which, for these product compa-

nies, is also found in UK. The US/UK/Ireland markets are also
characterised by relatively few and clear regulations. The Euro-
pean market segment is characterised by a high degree of frag-
mentation with many players both in manufacturing and installa-
tion. The Nordic markets have very large, national systems
integrators. In Europe there is, overall, a significantly larger num-
ber of varying regulations the existence of which, in spite of
European standardisation efforts, still timit a free flow of pro-
ducts and services. Reported under "Other” are the operations
oulside Europe and the US, as well as the group-wide functions.

Income
US/UK/iretand Europe Other Eliminations Group

MSEK 2005 2005 2005 2005 2005
Sales, external 1,317 4,449 38 - 5,805
Sales, intra-group - - 17 -17 -
Tota) sales 1,317 4,449 55 -17 5,805
Qrganic sales growth, % 10 5 0 - 6
Operating income pefore amortization 93 607 -57 - 643
Operating margin, % 7.1 13.7 - - 11.1
Amortization of acquisition related

intangible fixed asssts -8 -8 - - -16
Acquisition related restructuring costs -2 -32 - - -34
Operating incame after amortization 82 568 -57 - 594
financial income and expenses - - -79 - -79
Income before taxes - - - - 515
Sales, external
Taxes - - -165 - ~-165
Net income for the year - - - - 360
Capital employed and financing

US/UK/Ireland Europe Other Eliminations Group

MSEK 2005 2005 2005 2005 2005
Operating fixed assets 45 306 4 - 355
Accounts receivable 325 1.136 14 -4 1,471
Other assets 160 440 29 -8 621
Other liabilities 267 1,288 478 -12 2,018
Total operating capital employed 264 586 431 ~ 428
Qperating capital employed as % of sales 16 13 ~ - 7
Goodwill 1,285 1,077 76 - 2,439
Acguisition realted intangible

fixed assets 161 515 - - 227
Total capital employed 1,709 1,740 -355 - 3,084
Net debt - - - - 4,603
Shareholders' equity - - - - -1,509
Total financing - - - - 3,094
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Audit fees and reimbursements

Appendix fo the Interim Report: Combined financial statements 2005

MSEK 2005
PricewaterhouseCoopers

- audit assignmenis 54
- other assignments 1.2
Total PricewaterhouseCoopers 6.6

Other auditors

~audit assignments 09
~ other assignments 1.0
Total other auditors 1.9

Other assignmenits by PricewaterhouseCoopers includes fees
for audit retated advice on accounting including IFRS, IT, tax,
acquisitions and treasury matters.

Operating leasing contracts and rental contracts
Fees paid during the year for operating leases for buildings,
vehicles and machinery and equipment amounted to 197.6
MSEK.

The nominal value of contractual future leasing fees is
distributed as foliows:

MSEK 2005
Maturity < 1 year 121.3
Maturity 1-5 years 201.0
Maturity > 5 years 785

As of 31 December 2005, a number of igasing coniracts
primarily concerned with future leasing fees for premises had
stilf to be drawn up. Cansequently, the actuat result for paid
Jeasing fees will most likely exceed the figure given above.

Expenses divided by type of cost

MSEK 2008
Material costs 1,572.0
Salaries 1,667.3
Social benefits 481.5
Deprecialion and amortization 139.1
Leasing fees 1174
Management fee 735
Bad debtlosses 16.4
Research and development costs 22.1
Acquisition related recrganizational costs 34.0
Other costs 1,088.1
Total operating expenses 52114
Exchange rate differences, net

MSEK 2006
Translation differences including operating income: -0.1

NOTE 7 PERSONNEL AND SENIOR
MANAGEMENT

Average number of yearly employees; distribution between
women and men

Women Men Total
US/UK/Ireland 157 851 1,008
Europe 668 3,176 3,842
Rest of world 13 40 53
Total 836 4,067 4,903

In 2006, the number of Board members and Presidents was 33,
of which 2 were women.

Staff costs for board of directors and presidents, 2005

Social (of which
MSEK Salaries benefits pensions)
US/UK/Ireland 6.3 1.5 0.1
Europe 214 4.9 0.9
Rest of world 1.2 0.3 0.1
Total 289 6.7 1.1
Staff costs for other employses

Social (of which
MSEK Salaries benefits pensions)
US/UK/reland 369.6 62.9 10.4
Europe 1,246.5 407.9 58.2
Rest of world 223 4.0 1.9
Total 1,638.4 474.8 70.5

Total staff costs: board of directors, presidents and other
employees

Social {of which
MSEK Salaries benefits pensions)
US/UK/ireland 3759 64.3 10.5
Europe 1,288.0 412.8 59.2
Rest of worlg 23.5 43 2.0
Total 1,667.3 481.5 71.6

Senior management

No costs for senior management are included in this consoli-
dated financial statement as these individuals were employed in
Securitas AB during 2005.

Share related benefits

No share related payments exist within Securitas Systems at
present.

NOTE 8 DEPRECIATION AND AMORTIZATION

MSEK 2005
Acquisilion related intangible fixed assets 159
Other intangible fixed assets 19.2
Buildings 2.4
Machinery and equipment 101.6
Total depreciation and amortization 139.1

Depreciation and amortization for the year is distributed in the
statement of income as per below:

MSEK 2005
Production expenses 72.2
Selling and administrative expenses 66.9
Total depreciation and amortization 139.1
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NOTE 9 FINANCE NET NOTE 11 TANGIBLE FIXED ASSETS
2005 2005 2005
Financial income Buildings  Machinery and
Interest income 1.5 MSEK and fand equipment
Total financial income 11.5 Opening balance 31.3 748.5
Sales/disposals 1.8 48.6
Financial expenses Translation differences 1.2 33.0
Interest expense -87.7 R
Net translation differences on borrowings -2.2 Closing accumutated balance 34.0 8301
Total financial expenses -89.9 Gpening depreciation -13.2 -506.0
Sales ~1.0 71.0
Total finance net -78.6 Depreciation for the year -2.4 -101.6
Translation differences -0.2 -20.9
NOTE 10 TAXES Closing accumulated balance -16.8 -557.5
Statement of income Closing residual value 17.2 272.6
Tax expense .
of which financial leasing - 57.7
MSEK 2005
Tax on income before taxes
— current taxes -157.3 NOTE 12 GOODWILL
- deferred taxes 2.5
MSEK 2005
Total tax expense -154.8 -
Opening balance 20200
The Swedish corporate tax rate was 28 percent in 2005 and the Acguisitions 338.7
total tax rate on income before taxes was 30 percent. Trans!ation differences 80.2
Differance between statutory Swedish tax rate and actual tax Total goodwill 2,438.9
expense for the Group
MSEK 2005
Tax based on Swedish tax rate -144.2
Difference between tax rate in Sweden and
weighted tax rates for foreign subsidiaries -10.8
Actual tax charge ~154.8

Balance sheet
Deferred tax assets and deferred tax liabilities were
attributable to:

Actual tax charge 2005
Pension provisions and pension retated liabilities 6.6
Tax loss carryforwards 23
Other temporary differences 3.1
Total deferred tax assets 12.0

Deferred tax liabilities

Machinery and equipment 83.1
Other temporary differences 34
Total deferred tax liabilities 86.5
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NOTE 13 ACQUISITIONS AND DIVESTMENTS OF SUBSIDIARIES AND IMPAIRMENT TESTING

Acquisitions and divestments of subsidiaries

Acquisition calculations are the object of final adjustments at the latest one year afier the date of acquisition.

Acquisitions
Acquired Total related Operating Total
net enterprise intangible capital capital
MSEK Purchase price® ligbilities value® Goodwill? asset employed employed
BDM, Switzerland -42.8 20.5 ~22.3 ~22.0 -2.9 286 -22.3
ESES, Spain -27.4 - -27.4 -2.9 -6.0 -18.5 -27.4
Wornall Electronics inc,, US =41 -5.8 -6.9 ~10.9 - 4.0 -8.9
Bell, UK - - - ~-63.0 - 63.0 -
Hamilton Pacific L.R, US -280.9 1.5 -279.4 -239.9 -3.9 ~29.6 -279.4
Summa forvéry -352.2 16.2 -336.0 -338.7 -18.8 215 -336,0
Total effect on
the Group’s liquid assets -352,2
1) Price paid to the seller
2) Purchase price with net fiabilities
3) Total increase of Group gocdwill‘
MSEK This acquisition allows Securitas Systems to establish a
Purchase price according to the above table -352,2 ?mrﬁ local market pre§ence mhKansas C_:'ty and N_ew Jhersey.
Assumed net liabilities according to the table above 16,2 he New Jefsey operation has the capaf:ny 1o vservxcg the metro
New York City market. These two operations will provide

Total acquisition of subsidiaries according to Securitas Systems access to new markets and will increase the
the cash flow statement -336,0

Acquistion

BOM, Scwitzeriand

In January 2005 Securitas acquired BDM with activities in
systems instaliations and monitoring in the Geneva region. The
company, which is a high quality systems provider with a strong
position on video surveillance, had forecasted at the time of the
acquisition annual sales at the prevailing rate of exchange.,
MCHF 4.2 (MSEK 24). The company is part of the Systems
group from 1 January 2005 with an enterprise vaiue of MCHF
3.8 {(MSEK 23).

ESES, Spanien

In February, Securitas Systems in Spain acquired the operations
of ESES (Empresa de Servicios Especializados de Seguridad
S.A.} with nationwide installation and servicing of security sys-
tems in Spain. At the time of the acquisition in 2005, the com-
pany had forecasted annual sales at the prevailing rate of
exchange, MEUR 8 (MSEK 73). The operations have 130
employees and the enterprise value of the acquisition is MEUR
3.0 (MSEK 27). The service and monitoring contract portfolio
accounts for 25 percent of total sales.

Acquisition related restructuring costs amounted to MEUR
~1.7 (MSEK -16) for ESES as per December 31 2005.

After the acquisition, Securitas Systems in Spain wilt have
annual sales of MEUR 74 {MSEK 672} and 700 employees in 30
branches throughout Spain.

The acquisition allows Securitas Systems to increase its
presence in different market segments and thus broaden the
offer of specialized products and services to the company's
customers.

Wernall Electronics inc., US

In April 2005, Securitas Systems in the US acquired Wornall
Electronics Inc., the market leader in Kansas City. Wornall installs
and services security systems in the Kansas City and New
Jersey markets. The company had. at the time of the acquisition,
forecasted annual sates at the prevailing rate of exchange,
MUSD § (MSEK 35} in 2008, and had 27 employees. The enter-
prise value of the acquisitions amounts to MUSD 1 (MSEK 7).

company's presence to further support the national customer
market segment in the US.

Beil, UK

A fair value adjustment regarding Bell Tech Australia, whichis
treated as an asset held for sale and is not consolidated, has
increased goodwill for the remaining operations of Bell by MSEK
62. Bell Tech Australia has been treated as an asset held for sale
from the time of the acquisition of Bell and it has been the
management’s intention to dispose of Bell Tech Australia since
that time, Bell Tech Australia is carried at fair value less costs to
sell and is valued at MSEK 0. Share options in Bell UK exercised
during 2005 have increased goodwill by a further MSEK 1,
bringing the total increase in goodwill to MSEK 63. These are the
final adjustments 1o the Bell acquisition calculation,

Hamilton Pacific, US

On October 7, Securitas Systems in the US acquired Hamilton
Pacific L.B, Pasadena, CA. Hamilton Pacific is one of the
lsading providers of security solutions to banks and financial
institutions in the US. it has a leading position in California with
15 additional locations throughout the US serving up to 22
states. Hamilton Pacific provides electronic security systems,
bank security equipment, vaults and ATMs to many major
financial institutions, The company had, at the time of the acqui-
sition, forecasted annuai sales at the prevailing rate of
exchange of MUSD 46 (MSEK 3€6) and had an employee base
of 225, The company is profitable and has contributed positively
10 Securitas’ results before tax in 2005. The enterprise value of
the acquisition is MUSD 35 {(MSEK 273), goodwill from the
acquisition is MUSD 30 (MSEK 240) and acquisition-related
restructuring costs are estimated at MUSD 1 (MSEK 8),

The acquisition establishes Securitas Systems in the US,
not only as a provider of security solutions for large and medium
sized financial offices such as headquarters and regional
offices, but also as a pravider of security solutions and services
for their branch networks throughout major parts of the US. This
acquisition thereby becomes an important part in Securitas
Systerns' U.S. strategy to specialize its operations. This is com-
parable to the situation in Europe where Securitas Systems is the
leading provider to the financial sector in several larger countries
as well as in the Nordic region. After the acguisition, Securitas
Systems will have sales of MUSD 110 (MSEK 847) in the US.
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Note 13 continue

Balance Sheset in summary at the time of purchase October 7

Fair value
Book vaiue adjustment  Fair value
acquisition and purchase acquisition

MSEK balance price allocation balance
Operating fixed

assels 71 0.0 7.1
Accounts receivable 63.3 ~3.1 80.2
Other assets 24.9 ~9.6 15.3
Other liabilities 51.4 1.6 53.0
Total operating

capital employed 43.9 -14.3 29.6
Goodwilt from the acquisition 0.0 2399 239.9
Other acquisition related

intangible fixed assets 0.0 9.8 9.9
Total capital employed 439 235.5 279.4
Net debt 1.5 0.0 1.5
Total acquired
net assets 454 235.5 280.9
Purchase price'f - - -280.9
Liguid assets according

to acquisition calculatione - - 1.5
Total impact on the Group's

liquid assets - - -279.4

1) Whereof acquisition costs of MSEK 3.9

The acquisition of Hamilton Pacifi ¢ L.P relates to the business
and certain assets and liabilities.

The acquisition has contributed to Total sales with MSEK
107.5 and to Net income for the year with MSEK 3.3.

The acquisition whould, if it had been consolidated from
January 1, 2005, have conlributed to Total sales with MSEK
349.5 and to Net income for the year with MSEK 9.8,

Impairment testing

For the purpose of impairment testing, assets are grouped at
the lowest levels for which there are separately identifiable cash
fl ows (CGU), that is, per country.

NOTE 15 OTHER INTANGIBLE ASSETS

Gooduwill is distributed, according to this allocation,
summarized per segment according te the following:

MSEK 2005
US/UK/refand 1,285.3
Europe 10771
Qther 78.5
Tota!l goodwill 2,438.8

Goodwill is tested on an annual basis for possible impairment. An
impairmentloss is recognized for the amount by which the asset's
Carrying amount exceeds its recoverable amount. The recover-
able amount is the higher of an asset's fair value less costs to sell
and value in use. Value in use is measured as expected future
discounted cash flows. The cash flows have been based on finan-
cial plans that have been established by Group Management and
that have been approved by the Board of Directors and that nor-
mally cover a period of {ive years. Cash fl ows beyond this point
have been extrapalated using an estimated growth rate.The cal-
culation of value in use necessitates that a number of assump-
lions and estimales are made. The main assumptions concern
the organic sales growth, the development of the operating mar-
gin and the necessary operating capital empfoyed requirement
as well as the relevant Weighted Average Cost of Capital (WACC)
rate used 10 discount future cash flows. The estimated growth rate
beyond the period is 2.5 percent.

The impairment testing of all Cash Generating Unils took
place during the third quarter 2005, The result of the impair-
ment testing for goodwill showed that there is no impairment for
goodwitt. Consequently no impairment losses have been recog-
nized regarding goodwill.

NOTE 14 ACQUISITION RELATED

INTANGIBLE ASSETS"

MSEK 2005
Opening balance 216.5
Capital expenditures 18.8
Transiation differences 16.0
Closing accumulated balance 2513
Opening amortization -8.5
Divestitures -15.9
Translation differences -0.2
Closing accumulated amortization -24.6
Closing residual value 226.7

1) The batance consisis mainly of contract portiolios and related customer
relations

Balanced

expenses for Other

development intangible
MSEK Licenses projects fixed assets Total
Opening balance 70.1 21.7 18.3 1111
Capital expenditures 29.1 0.6 34 328
Salss/disposats -3.1 -11.6 -0.4 -15.0
Translation differences 28 20 0.5 54
Closing accumulated balance 99.0 127 22,6 134.2
Opening amortization -38.3 -10.7 -12.9 -61.8
Sales/disposals 1.8 7.4 0.0 9.1
Amortization for the year -14.0 -4.2 -0.9 -18.2
Translation differences -1.7 -1.1 -0.4 =32
Closing accumulated amortization -52.2 -8.6 -14.3 -75.1
Closing residual valug 48.7 4.1 8.3 §9.2

92




NOTE 16 INVENTORIES

Appendix to the interim Report: Combined financial statements 2005

NOTE 22 OTHER CURRENT LIABILITIES

MSEK 2005 MSEK 2005
Materiel and consumables 164.6 Staff-related items 347.5
Work in progress 242.2 Other accrued expenses and prepaid income 3374
Advance payments to suppliers 24 Advance payments from customers 80.4
Total inventaries 409.2 Other ilems 280.2
Total other current liabilities 1,045.5
NOTE 17 ACCOUNTS RECEIVABLE
MSEK 2005 NOTE 23 CONTINGENT LIABILITIES AND
PLEDGED ASSETS
Accounts receivable before deduction of
provisions for bad debt losses 1.279.3 Contingent liabilities
Provisions for bad debt logses" -98.0 MSEK 2005
Total accounts receivable 1,181.3 Sureties 4.2
1) The biad debt josses tor the year amounted Lo MSEK 16,2 Guarantees 456
Qther contingent liabilities 03
NOTE 18 OTHER CURRENT LIABILITIES Total contingent liabilities 50.1
MSEK 2005
s Pledged assets
Accrued expenses and prepaid income 136.4 MSEK 2005
Other items 50.2
Real estate mortgages -
Total other current liabilities 186.6
NOTE 24 EARNINGS PER SHARE
NOTE 19 SHARE CAPITAL
MSEK 2005
Share capital ;
. Net earnings for the year 359.4
ha ta val { SEK 100.
5,000 shares with @ quota value of SEK 100 Number of shares! 365,058,897
NOTE 20 PROVISIONS FOR PENSIONS AND Barnings per share (SEK) 098
11 The number af stiares for 2005 is the same number of shares after the bonus
SIMILAR COMMITMENTS e
MSEK 2008
A 260 NOTE 25 ADJUSTMENTS FOR ITEMS NOT
pening balance X
Pension cost 65 INCLUDED IN THE CASH FLOW
Payment of benefits -2.4 MSEK 2005
ial gai |
Acluang .ga\r\/loss 9.0 Depreciation/Amortization 138.1
Reclassifications -1.7 . )
) . Translation differences, etc -1.5
Translation difference 1.3
Closing balance 41.3 1376
NOTE 21 PROVISIONS
Deferred Other
MSEK tax ligbilities provisions
Opening balance 1091 31.8
Reclassification ~25.2 1.3
New/increased provisions 0.4 215
Provisions utilized -2.3 -11.8
Reversal of unutilized proviions 0.0 =241
Translation differences 4.5 20
Closing balance 86.5 425
Other provisions
MSEK 2005
Warranty provisions 24.0
Other items 184
Total other provisions 425
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Securitas Systems AB’s
annual accounts

This section contains historical financiaf information for the parent company Securitas Systems AB as
well as the financial performance in summary. Securitas Systems AB (formerly Timecon AB) was
acquired in August 2005 by Securitas AB {publ) from Securitas Systems Sverige AB. At the end of
2005, Securitas Systems AB had acquired four operating companies within the Systems division. Con-
solidated accounts have not been prepared with reference to the Swedish Annual Accounts Act 7:2.
The company has been inactive since 2003. The annual accounts do not reflect the new structure of
the new Systems group and accordingly do not provide a correct illustration of the histarical financial
performance of the new Systems Group.

For a more comprehensive description of the financial performance within the operations that will
comprise the new Systems Group, refer to the section, “Condensed finacial information and com-
ments on the financial trend”, where sefected historical financial information refating to the Systems
segment within Securitas is presented, as well as the section, Pro forma accounts and the Interim
report, January-June 2006.

Financial performance in summary

The company conducted limited operations up to 31 March 2003 following which it became dormant. As the
financial statements for the year 2003 are not relevant for the company's present operations, they have not
been included in the prospectus. For complete information regarding 2003, refer to the company's Annuai
Report for 2003, which may be obtained from Securitas Systems AB upon request.

Annual accounts for Securitas Systems AB
Income statement in summary

SEK thousands Note 2005 2004

Operating income 2 - -

Income from financial investments
Interest income - 5
interest expenses - -

Total financial income and expenses - 5
Income after financial items - 5
Appropriations 4 530 25
Actual tax expense 5 -170 -8
Income for the year 420 22
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Balance sheet in summary

SEK thousands Note 2005 2004
ASSETS

Fixed assets

Shares in subsidiary companies 3.880,733 -
Long-term receivables at group companies 600 -
Total fixed assets 3,891,333 0
Current assets 7

Current receivables at group companies 213,071 1,206
Other current receivables - 14
Total current assets 213,071 1,220
Total assets 4,104,404 1,220
SHAREHOLDERS’ EQUITY AND LIABILITIES i

Shareholders' equity

Restricted equily

Share capital 500 500
Statutory reserve 100 100
Total restricted equity 600 600

Non-restricted equity

Retained earnings 3,890,237 -22
Income for the year 420 22
Total non-restricted equity 0
Total equity 3,891,257 600
Untaxed reserves 8 - 590

Current liabilities

Currents liabilities at group companies 213,071 30
Group bank account balances 7 78 -
Other tiabilities - —
Total current liabilities 213,147 30
Total equity and liabilities 4,104,404 1,220
Pledged assets none none
Contingent liabilities none none
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Cash flow statement in summary

SEK thousands Note 2008 2004
Operating activities

Operating income - -
Cash flow from operating activities

Investing activities

Acquisition of subsidiaries 6 -3,889,183 -
Cash flow from investing activities -3,889,183 -
Financing activities

Shareholders' contribution received 3,889,107 -
Changes in group bank account balances 76 -
Cash flow from financing activities 3,889,183 -
Cash flow for the year 1] -
Liquid funds at the start of the year ¢] -
Liquid funds at the close of the year o -
Changes in equity 2005

SEK thousands Share capital Statutory reserve  Non-restricted equity Total
Opening batance 2005 500 100 0 600
Shareholders' contribution received - 3,890,674 3,850,674
Group contribution - - -607 -607
Tax on group contribution -~ - 170 170
Income for the year ~ - 420 420
Closing balance 2005 500 100 3,880,657 3,891,257
Changes in equity 2004

SEK thousands Share capital Statutory reserve  Non-restricted equity Total
Opening balance 2004 500 100 8,727 9,327
Dividend - - -8,727 -8,727
Group contribution - - -30 ~30
Tax on group contribution - - 8 8
Income for the year - - 22 22
Closing balance 2004 500 100 o] 600
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Notes to the financial statements for Securitas Systems AB

The annual accounts have been prepared in accordance with
the Swedish Annual Accounts Act and the Swedish Financial
Accounting Standards Board's standards as well as RR 32
*Accounting for legal entities”.

Consolidated accounts have not been prepared with refer-
ence to the Swedish Annual Accounts Act 7:2 but reference
should be made to the consolidaled accounts of the parent
company, Securitas AB.

Receivables )
Receivables are shown at the amount estimated to be paid after
individua! consideration.

Fareign currency
Receivables and liabilities in foreign currency are valued at the
accounting year-end rate.

Tax

Securitas Systems AB foliows the Swedish Financial Accounting
Standards Council’s statement from September 1998 concern-
ing reporting of group contributions. This means that group
contributions are reparted accarding to their economic reality.
Group contributions that are made or received with the aim of
minimising the group's tax have been reported against non-
restricted equity. The tax effect of group contributions made is
reported in @ manner corresponding to the group contribution.

The company has no employees. Persons with leading positions
in the Securitas Systems Group are employed in Securitas AB.

Shares in subsidiary companies

As from 2006, these persons wifl be employed in Securitas
Systems AB.

Audit fees and remuneration expenses

The audit fees for 2004 were charged to the company's then
parent company, Securitas Systems Sverige AB, The audil fees
for 2005 have been charged to the company's present parent
company, Securitas AB.

SEK thousands 2005 2004

Reversal of tax allocation reserve 590 25
Total appropriations 590 25

Tax ar pre

SEK thousands 2005 2004
Actual tax for the year -170 -8
Of which tax effect of standard
interest on tax allocation reserve (5}

-170 -8

Tax relating to iterms that are reported directly against equity

SEK thousands 2005 2004
Tax effect on group contribution 170 8
Tax rate

The prevailing tax rate for income tax in the company is 28 per-
cent.

Name of subsidiary Corporate identity number Domicile Share of equity Book value (SEK '000)
Securitas Systems Sverige AB 556076-0737 Stockholm 100% 2,922,213
Securitas Response AB 556081-8733 Stockhoim 100% 558,944
Securitas Systems Holding AS 989195514 Oslo 100% 409,500
Securitas Systems Holding Oy" 1936772-6 Helsingfors 100% 76
Totat shares in subsidiary companies 3,890,733

1) The name of the company until 23 January 2008 was Hansatop Oy, then the name change to Securitas Systems Holding Oy taok place.

SEK thousands 2005 2004

Incoming acquisition value -
3.889,183 ~

Acquisition price

Shareholders’ contribution 1,550 ~
Closing accumulated

acquisition value 3,890,733 ~

Incoming write-downs - ~

Utgaende ackumulerade nedskrivningar - =

In the balance sheet of the parent company, utilized intra-group
credils with regard to the Swedish group bank account have
been reported under Group bank account credits. The counter-
party for the group account is Securitas AB (Pubi.), corporate
identity number 556302-7241.

SEK thousands 2005 2004
Tax allocation reserve — Tax 2000 - 530
Total untaxed reserves - 590
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Approval of the annual accounts and the consolidated accounts
for 2005. These annual accounts have been signed by the
Board of Directors of Securitas Systems AB on 22 May 2006.

Other significant post-balance sheet evenis

The Board of Directors of Securitas AB proposed on 9 February
2006, that Securitas convert its Systems division to an indepen-
dent, specialized security company. The new company, after a
resolution is passed at an Extraordinary General Meeting pro-
posed to be hetd on 25 September 2006, will be distributed to
shareholders by means of a dividend distribution and listed on
the O-list of the Stockholm Stock Exchange immediately there-
after. Securitas Systems AB will become the parent company of
the new Group.

Sachons wilh reiaadd partieas

The pricing of transaction between the parent company and
subsidiaries takes place subject to commercial principles. The
parent company for these transactions is Securitas Systems AB,
corporate identity number 556436-6267 .

Transactions with other segments within Securitas take place
on strictly commercial terms, Securitas AB (pubt), corporate
identity number §56302-7241 is the parent company for these
transactions.
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Number of shares issued
31 December 2005

5,000 shares with a
ratio value of SEK 100.

Securitas Systems AB was until 22 August a wholly-owned sub-
sidiary company of Securitas Systems Sverige AB, which in turn
is owned by Securitas AB (pub!), corporate identity number
556302-7241. On 22 August 2005, 100% of the shares in
Securitas Systems AB were acquired directly by Securitas AB
{publ) which prepares consolidated accounts.




Auditor's report regarding historical financial information

Auditors’ report regarding
historical financial information

To the Board of Directors of Securitas Systems AB (Publ)

We have reviewed the financial reports for Securitas Systems AB (Publ) contained on pages
94-98, which comprise the balance sheets per 31 December 2004 and 31 December 2005, and
the income statements and cash flow statements far the financial years ended on these dates, as
well as a summary of significant accounting principles and other disclosures.

The Board of Directors’ and Managing Director’s

responsibility for these financial reports

The Board of Directors and Managing Director are responsible for the preparation and true and
fair presentation of the financial reports for 2004 and 2005 in accordance with the Swedish Annual
Accounts Act, the Swedish Accounting Standard Boards and with the Prospectus Directive imple-
mented by Commission Regulation 809/2004/EC. This obligation includes the design, implementa-
tion and maintenance of internal controls relevant for the preparation and appropriate presenta-
tion of financial reports which are free of material misstatement, whether the misstatements are
due to fraud or error.

Auditor's responsibility

OQur responsibility is to express an opinion on the financial reports on the basis of our audit. We
have conducted our audit in accordance with draft recommendation RevR 5 - Prospectus Audit-
ing, issued by FAR, the institute for the accounting profession in Sweden. This recommendation
requires that we plan and perform our audit in order to obtain a high, but not absolute, degree of
assurance that the financial repaorts are free of material misstatement.

Work performed

An audit in accordance with draft recommendation RevR 5 entails that we execute audit proce-
dures to obtain audit evidence supporting the amounts and disclosures cantained in the financial
report. The audit procedures selected are based on our assessment of the risk for material mis-
statement in the financial reports, whether due to fraud or error. In assessing such risks, we con-
sider the internal controls that are relevant tc the company's preparation and fair presentation of
the financial reports as a basis for designing audit procedures that are appropriate under the cir-
cumstances, but not for the purpose of expressing an opinion on the effectiveness of the compa-
ny’s internal control. An audit also includes evaluating the accounting principles applied and the
reasonableness of significant accounting estimates made by the Board of Directors and the Man-
aging Director, as well as evaluating the overall presentation of the financial reports.

We believe that our audit provides a reasonable basis for our opinion set out below.

Opinion

ltis our opinion that the financial reports give a true and fair view, in accordance with the Swedish
Annual Accounts Act, of Securitas Systems AB's results, financial position and cash flow per 31
December 2004 and 31 December 2005.

Stockholm, 5 September 2006

PricewaterhouseCoopers AB
Kerstin Moberg
Authorized Public Accountant
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Wdresses

Addresses

Sweden

Securitas Systems AB
Box 12231

102 26 Stockholm

Visiting adress: Lindhagensplan 70

Tel: +46 8 657 76 00
Australia
Pacom Systems Pty Ltd

PO Box 7427
Baulkham Hills NSW 2153

Visiting adress: Unit 6, 40 Carrington Rd

Castle hill

Australia

Tel: +61 2 9894 9911
Belgium

Securitas Systems NV
Bryssel
Sint-Lendrikshorre 3
1120 Bryssel

Belgium

Tel: +3270220022
Denmark

Dansikring Systems A/S
Sydvestvej 98

2600 Glostrup
Denmark

Tel: +45 70234949

Finland

Securitas Systems Qy
Elimaenkatu 30
00520 Helsinki
Finland

Tel: +358 204 911

Hong Kong

Bell Security {Hong Kong) Ltd
AT Tower

180 Electric Road

Hong Kong

Tel: +852 2850 5078

France

Securitas Systems SAS
2 bis rue Louis Armand
75741 Paris Cedex15
France

Tel: +335398 1500

Germany

Securitas Systems
Deutschland Holding GmbH
Wahlerstrale 2a

40472 Dusseldorf

Germany

Tel: +48 211 64003 182
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Ireland

Bell Security (ireland) Limited
Unit 6

The Westway Centre
Ballymount Ave

Dublin 12

freland

Tel: +353 01 456 4544

Netherlands
Securitas Systems BV
Keienbergweg 50
1101 GC Amsterdam
Netherlands

Tel: +3120 3119500

Norway

Securitas Systems AS
Boks 35, Grenland
0133 Oslo

Norway

Tel: +46 2303 88 00

Portugal

Securitas |l Seguranca Electronica SA

Rua Rodrigues Lobo, n.° 2
Edificio Securitas
2799-553 Linda a Velha
Portugal

Tel: +351 2141546 00

Spain

Securitas Spain S.L
Barbaditlo, 7

Madrid 28042

Spain

Tel: +34 91 277 6300
Switzerland
Protectas Systems SA
Route de Vessy 15-17
1206 Geneve
Switzerland

Tel: +41 22 703 56 00

UK

Bell Security Limited
Roding House

970 Romford Road
London

E125LP

UK

Tel: +44 20 8553 5932

us

Securitas Security Systems US, Inc

4995 Avalon Ridget Parkway
Suite 150

Norcross, GA, 30071

us

Tel: +1678474 1720






